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RI VSURANCE makes a basic contribution 
lo the strength of the Lhsurance Lndustry 


GENERAL REINSURANCE GROUP 


Largest American multiple line market 


dealing exclusively in Reinsurance 


GENERAL REINSURANCE NORTH STAR REINSURANCE 
CORPORATION CORPORATION 
Casualty bidelity Fire + Inland Marine 
Surety Ocean Marine 


90 JOHN ST... NEW YORK 7 


« 


BEST’S INSURANCE NEWS (F &C) Insurance (F 6 


cal value 
i _on Christmas Gift Offer From now until December 31. 
49, you as a subscriber may order gift imation to the News at the 
ices: 4 or more subscriptions — $2; 1 to 3 subs. — $3 00. 
> for Canadian and Foreign.) With every subscri = 
ed letter announcing your gift. Just fill out and 1 


rift of prac 


to 1y 
Send Best's Insurance News (F & C ed.) for one year to the following: 


Name 


vompany Company 


Street 


(PLEASE PRINT) 


ADT Automatic Fire and Burglary Protection often is supplemented by 
Central Station Automatic supervision of heating systems and industrial 
processes to accomplish complete, dependable automatic plant protection, 


These services give immediate notification at the ADT Central Station of 
the existence of abnormal conditions and make it possible to effect prompt 
corrective action, 

Heating system supervision, for coal. gas or oil burning systems, includes 
automatic detection and reporting of such conditions as low water levels; 
high or low steam pressures; high or low temperatures of air or water and 
flame failures. 

The same type of automatic supervision can be applied to industrial proc- 
esses. These include supervision of temperatures in cold storage areas, 
drying ovens and galvanizing baths, the continuity of paint mixing. pig- 
ment grinding and numerous other mechanical operations. 

ADT representatives will be glad to show you how these services can be 
combined with other ADT Automatic Protection Services to provide bet- 
ter protection at less expense through modification of less effective but 
more costly protection measures. 

In addition to the prompt and effective handling of alarms, ADT Services in- 
clude the following fundamental features, without which there is little assurance 
that any protective system will function properly when an emergency arises: 


@ CONTINUOUS SUPERVISION @ REGULAR INSPECTIONS AND TESTS 
@ COMPLETE MAINTENANCE e 
#4 in a series presenting the principal ADT Services for the protection of life and property. 


Cortro'ed Companies of AMERICAN DISTRICT TELEGRAPH CO. 155 Sixth Avenue. New York 


Fue Alarm 
CENTRAL STATION OFFICES IN ALL PRINCIPAL CITIES OF THE UNITED STATES Manual Fue Alarm Service 
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No 
Postage Stamp 
Necessary 
if Mailed in the 
United States 


Postage 
Will be Paid 


BUSINESS REPLY CARD 


FIRST CLASS PERMIT NO. 6634, SEC. 34.9 P. L. & R.. NFW YORK. N. Y. 


ALFRED M. BEST COMPANY, INC. 
75 FULTON STREET 


NEW YORK CITY 7, N. Y. 


REIN. SURANCE makes a basic contribution 
lo the strength of the Lusurance Lndustry 


GENERAL REINSURANCE GROUP 


Largest American multiple line market 
dealing exclusively in Reinsurance 
NORTH STAR REINSURANCE 

CORPORATION 


Fire + Inland Marine 


GENERAL REINSURANCE 
CORPORATION 
Casualty bidelity 
Surety 


Ocean Marine 


90 JOHN ST... NEW YORK 7 
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AUTOMATIC HEATING AND 
INDUSTRIAL PROCESS 
SUPERVISORY SERVICE 


ADT Automatic Fire and Burglary Protection often is supplemented by 
Central Station Automatic supervision of heating systems and industrial 
processes to accomplish complete, dependable automatic plant protection. 


These services give immediate notification at the ADT Central Station of 
the existence of abnormal conditions and make it possible to effect prompt 
corrective action. 

Heating system supervision, for coal, gas or oil burning systems, includes 
automatic detection and reporting of such conditions as low water levels; 
high or low steam pressures; high or low temperatures of air or water and 
flame failures. 

The same type of automatic supervision can be applied to industrial proe- 
esses. These include supervision of temperatures in cold storage areas, 
drying ovens and galvanizing baths, the continuity of paint mixing, pig- 
ment grinding and numerous other mechanical operations. 

ADT representatives will be glad to show you how these services can be 
combined with other ADT Automatic Protection Services to provide bet- 
ter protection at less expense through modification of less effective but 
more costly protection measures. 

In addition to the prompt and effective handling of alarms, ADT Services in- 
clude the following fundamental features, without which there is little assurance 
that any protective system will function properly when an emergency arises: 


@ CONTINUOUS SUPERVISION @ REGULAR INSPECTIONS AND TESTS 
@ COMPLETE MAINTENANCE e 
#4 in a series presenting the principal ADT Services for the protection of life and property. 


Controlled Companies of AMERICAN DISTRICT TELEGRAPH CO. 155 Sixth Avenue. New York 


we Alar 
CENTRAL STATION OFFICES IN ALL PRINCIPAL CITIES OF THE UNITED STATES ow 
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Closing Bid Prices 
Furnished through the courtesy of The First Boston Corporation 
RANGE— 
October 

} Aetna Casualty & Surety Company ° 2 SY 
|} Aetna Insurance Company DT 
| Aetna Life Insurance Company .......... ii 67% 
Agricultural Insurance Company 

American Alliance Insurance Company 

American Automobile Insurance Company 

American Casualty Company ee 
|} American Equitable Assurance Company 

American Insurance Company 

American Re-Insurance Company 

American Surety Company 

Automobile Insurance Company 

Bankers & Shippers Insurance Company 

toston Insurance Company 

Camden Fire Insurance Association 
‘onnecticut General Life Insurance Co 
onnecticut General Life Ins. Co. (New) 
‘ontinental Casualty Company 
ontinental Insurance Company 
Fire Insurance Company 
Inployers Group Asseciates 
Smployers Reinsuranee Company 
tacess Insurance Company of America 
al Insurance Company 
‘idelity & Deposit Company of Md 
‘idelity & Deposit Co. of Md. (New) 
‘idelity- Phenix Insurance Co 
Fire Association of Philadelphia ... 
fireman's Fund Insurance Co. 
‘iremen’s Insurance Company (Ne wark). 


General Reinsurance Corporation 


Some Suits are 
Frightfully Big! | 


Like the suit against a store- Globe & Rutgers Insurance Company 


Great American Insurance Company 

Hanover Fire Insuranee Company 

Ilartford Fire Insurance Company 

Ilartford Fire Insurance Company (New). 

sickness, disease or property Hartford Steam Boiler Inspec, & Ins, Co 
llome Insurance Company 


damage suffered by others. Insuranee Company of North America 


Jersey Insurance Company of New York 


keeper for accidental injury, 


» hee Kansas City Fire & Marine Insurance Co 
Manufacturers Casualty has a Lincoln National Life Insurance Company 
policy to fit that situation: “Form Maryland Casualty Cony. Pfd 
Massachusetts Bonding & Insurance Co 
99”... the Storekeepers’ Lia- Merchants Fire Assurance Corporation 
Merchants & Mfrs. Fire Insurance Co 
one Monumental Life Insurance Company 
bility Policy. It s something Monumental Life Insurance Co. (New) 
Nation! Casualty Company 
alert Insurance Producers can National Fire Insuranee Company 
National Unien Fire Insurance Co 
sell...a most “suitable” policy. 
New Hampshire Fire Tnsuranee Co 
. ss New York Fire Insurance Company 
Write, telephone or visit our 
Nerth River Insurance Company 
nearest office. Northeastern Insurance Co. of Hartford 
Northwestern National Insuranee Co 
Ohio Casualty Insurance Company (The) 
Pacitic Fire Insurance Company 
MANU FAC TU RERS Pacitie Indemnity Company 
Phoenix Insurance Company 
Preferred Accident Tusurance Co 
Casualty Insurance Co. Providence Washington Insurance Co 
: Reinsuranee Corporation of New York 


1617 Pennsylvania Boulevard Republic Tnsuranee Company — Dallas 


Rhode Island Insurance Company 


PHILADELPHIA, PA. St. Paul Fire & Marine Insurance Co 


Seaboard Surety Company 


K 
N 
K 
| 
S 
SS 


Security Insurance Co. (New Havens 
Springfield Fire & Marine Insurance Co 
Standard Accident Insurance Company 
Travelers Insurance Compans 

S. Fidelity & Guaranty Comy 


Fire Insurance Company 


W. STANLEY KITE, President 


(sNarantee Cor \ 
Westchester Fire Ins. Co. (New) 


Entered as Second Class Matter at Post Office at Albany. PUBLICATION OFFICE. BOX 1259, ALBANY 1, N. 
Under Act <4 March 3, 1879. Subscription Rates: $4.00 Per EXECUTIVE AND GENERAL OFFICES 
Year in the United States. Publication Date: 10th of the Month. BEST BUILDING, 75 FULTON STREET, NEW YORK 7. 


INSURANCE STOCKS 
| 
\& 4 [7 
~ 
| 
) 
{ 
: 
3314 
134% 
3814 
2114 Is 214 
él 
24%, 20%, 
= Say Hy 
as 2914 36%, 
#1 
17%, 1314 17% 
rer) 


An advertisement similar to this appears in SATURDAY EVENING POST, October 22, and in NEWSWEER, October 24 


The pioneering spirit has ever been America’s 
characteristic. The pushing out into new lands and 
new fields of endeavor has resulted in a prosperity 
that is the marvel of the rest of the world. But 
these gains entail new responsibilities invelving 


their conservation. Wise men depend upon a well 


GREAT AMERICAN GROUP 


The Spirit of “89—The pell mell rush at the signal open- 
ing the Oklahoma free Homestead lands in 1889. Picture 
by Frederick Ruple. Courtesy Oklahoma Historical Society. 


conceived insurance program for their protection. 
Safeguard your business and personal posses- 
sions from loss. Call in one of Great American's 
16,000 local agents—or your own insurance broker 


—and learn how completely the Great American 


Group of Insurance Companies can protect you. 


of Insurance Companies 


Great American American Alliance 


Detroit Fire & Marine 


American National 


Massachusetts Fire & Marine 


Great American Indemnity 


Rochester American 


Great American Grow 
Yo 
WORLD-WIDE. ICILITIES FOR PRACTICALLY ALL FORMS OF INSURANCE EXCEPT LIFE 


Casuay 
BI CORPORATION 


ROCK ISLAND ILLINOES 


SPECIALIZING IN WORKMEN’S 
“COMPENSATION AND ALL LINES 
OF LIABILITY COVERAGE 


es 


NSURANCE share prices continued their upward 
I cient to new highs for the year, led by the fire stocks. 
However, the pace slowed markedly and while all issues 
in our index showed gains in September, there was a 
wide sprinkling of minuses in October. The index of 
fire stocks rose 3° to 266.8, while casualty shares ad- 
vanced only half of one per cent to 445.5. 


Fire Stocks 


Quotations on the new Hartford stock were up 12 
points to 112, a gain of 12% for the month, followed by 
Fidelity-Phenix which gained 7 points to close at 77, a 
gain of 967. St. Paul, Fireman's Fund and Continental 
registered gains of better than 5. On the downside, 
Hanover led the list with a loss of 6°¢, followed by Na- 
tional Fire and Firemen’s with losses of about 4%. 


Casualty Stocks 


The advance in casualty shares was led by Preferred 
Accident for the third month running with a closing bid 
of 5 as against 27¢ at the end of June. Maryland Cas- 
ualty showed the next largest gain followed by U. S. 
Guarantee, up about 4°. General Reinsurance lost two 
points to close at 2613, down 7%, followed by U. S. 
Fidelity & Guaranty and Fidelity & Deposit, off about 


| BEST’S STOCK INDEX 
x i / * Based on Standard & Poor's daily stock price indexes of 5@ industrial, By 
20 railroad and 20 public utility stacks combined. 
1947 194819491947 19481949 
Jan. 31..... 399.7 390.1 420.2 209.8 201.4 237.3 
; Feb. 28..... 399.4 371.0 414.7 210.8 1954 237.6 ot 
Mer. 3!..... 390.1 388.6 427.1 204.9 206.7 241.1 
Apr 30..... 3743 396.3 413.9 195.1 213.4 234.8 
May 31..... 372.5 410.5 405.9 188.9 227.3 232.1 
June 30..... 383.2 400.4 387.6 199.9 215.1 227.4 
July 31..... 382.0 388.4 413.1 197.9 203.8 239.2 
° Aug. 31..... 381.0 388.4 432.7 193.7 206.2 245.8 
Sept. 30..... 372.3 375.6 443.4 190.0 2125 258.9 
° Oct. 31 372.9 410.1 445.5 196.2 232.2 266.8 
: Nov. 30..... 377.9 384.6 196.4 223.3 
. Dec. 31... 383.4 403.2 199.5 2363 fie 
22%. 


This advertisement— 
published to aid Maryland 
agents and brokers—nort 

only emphasizes the need 
| 


for Fidelity Bond protection 
but also points up the im- 
portance of adequate coverage 
against loss from any form 
of employee dishonesty. 


slip did it 


The spectacular embezzlement you read about in 
today’s newspaper may have begun years ago. 
The first slip may have come when the employee 
only meant to “borrow” a small sum. 

Now, today, an employee of yours may already 
have stolen “a little” from you—intending to pay 
it back. But, instead, he slips again and again, 
taking more and more. 

Your one sure safeguard against loss from any 
form of employce dishonesty is a blanket Fidelity 


Bond (dishonesty insurance) covering erery per- 


son on your payroll... for you never know who 
may be dishonest. Embezzlements today some- 
times run into big figures. Make sure your cov- 
erage is sufficient. 

Whether your business is large or sma!1, you'll 
find that guaranteed honesty is the best policy. And 
that means adequate Fidelity Bond protection. 

The man to see for this protection is your 
Maryland agent. Remember: Because your Mary 
land agent knows his business, it's good business for 


you to know him. 


MARYLAND CASUALTY COMPANY 


Baltimore 3, Maryland 


All forms of Casualty Insurance, Fidelity and Surety Bonds, for business, industry and the home, through 10.000 agents & brokers 


> ac e 
Unforeseen events ...need not change and shape the course of man’s affairs 


Established 1915 


Specializing in 
Service to 


Agent and Insured 


EUREKA 


COMPANY DEVELOPMENTS 


SUMMARY of the insurance company developments 

throughout the United States and Canada in recent months 
appears hereafter. This summary includes notices of examina- 
tions conducted, and also new, licensed and retired companies. 


CASUALTY COMPANY 


PHILADELPHIA, PENNSYLVANIA 


“Building 
AGENTS’ SALES” 


@ Yes, the Hawkeye-Security Companies build 
sales for Agents. First, they offer full Casualty 
and Fire policies, designed to give your clients 
maximum protection. 


@ Too, they service Agents speedily and efficiently. 
Claims are paid promptly . . . no red tape 
to hamper Agents. Field Representatives work 
closely with Agents. Yes, the Hawkeye-Security 
— are good companies to do business 
with. 


Hawkeye Casualty Co. 


DES MOINES, IOWA 


Security Fire Insurance Co. 


DES MOINES, IOWA 
GEORGE OLMSTED, 


Chairman of Board 


ALABAMA Admitted 
Reserve Insurance Company . 
ARIZONA Admitted 


Fire Insurance Exchange 


Implement Dealers Mutual Ins. Co. 


ARKANSAS Admitted 


Insurors Indemnity and Insurance Co 


CALIFORNIA Admitted 


American Fidelity Company......... 


Marathon Insurance Company 


COLORADO Admitted 


Insurors Indemnity and Insurance Co 


Examined 
Frontier Insurance Company 
United Insurers. 


CONNECTICUT 


Admitted 


Florists’ Hail Association of America 


DELAWARI Admitted 
Bankers Lite & Casualty Co 


GEORGIA Admitted 
Michigan Mutual Liability Company 
ILLINOIS Licensed 


Illini Insurance Association 

Admitted 
Penn-Liberty Insurance Co 
Premier Insurance Co 

KENTUCKY Licensed 

Medical Service Mutual, Inc. . ; 

Admitted 
Jersey Insurance Co. of New York 
Kansas City Fire & Marine Ins. Co 
Pacific Fire Insurance Co 


LOUISIANA 
Lumbermen’s Underwriting Alliance 
Universal Underwriters. . 

MARYLAND \dmitted 
American Title & Insurance Co 
Capitol Indemnity Insurance Co 


Craftsman Insurance Co 
Mutual Benefit Fire Ins. Co 


MICHIGAN 
Mutual Service Fire Ins Co 
MINNESOTA \dmitted 


Atlantic Fire Ins. Co 


MISSOURI 
Capital Town Mutual Ins, Co 
Central Surety & Insurance Corp 
Central Surety Fire Corp 


Examined 


MONTANA \dmitted 
National Benefit Insurance Co 
NEBRASKA Licensed 


Western States Insurance Co 
\dmitted 
North Star Reinsurance Corp 
Premier Insurance Co : 
Keserve Life Insurance Co 


NEW HAMPSHIRE 
Granite State Fire Ins Co 
New Hampshire Fire Ins. Co 


Examined 


.Chicago, IL 


...Los Angeles, Cal. 
Grand Forks, N. D. 


Tulsa, Okla 


..Montpelier, Vt 


.. Dallas, Texas 
Pulsa, Okla. 
Denver, Colo 


. Denver, Colo. 


Edwardsville, 


Chicago, Ill 


Detroit, Mich 


-Champaign, II. 


. West Chester, Pa. 
.. San Francisco, Cal. 


Ashland, Ky. 


New York, N. Y 
Kansas City, Mo 
New York, N.Y. 


Kansas City. Mo. 
Kansas City, Mo 


Miami, Fla 
Indianapolis, Ind. 
soston, Mass. 
Huntingdon, Pa. 


St. Paul, Minn. 
Raleigh, N. C. 


Webster Groves, Mo. 
Kansas City, Mo 
Kansas City, Mo. 


Des Moines, lowa 


Omaha, Neb 


New York, N Y. 
San Francisco, Cal 
Dallas, Texas 


Portsmouth, N. H 
...Manchester, N. H 


Best's Fire and Casualty News 
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NEW YORK Admitted 
The Baloise Marine Insurance Co., 
Withdrew 


Central Surety Fire Corporation 


. Basle, Switzerland 


Kansas City, Mo. 
Examined 
American Eagle Fire Insurance Co 
takers Mutual Insurance Co 
Church Fire Insurance Corp 
Continental Insurance Co. ..... 
Farmers’ Co-operative Fire Ins. Assn. of 
the Towns of Clay, Camellus, Lysander 
and Van Buren : Baldwinsville, 
Fidelity- Phenix Fire Ins. Co New York, 
Franklin National Ins. Co. of New York New York, 
International Insurance Company - New York, 
Lumber Mutual Casualty Ins. Co. of 
New York New York, 
Manhattan Mutual Automobile Cas. Co New York, 
Niagara Fire Insurance Co . e- New York, 
Transcontinental Insurance Co ..New York, 
NORTH DAKOTA Admitted 
American Employers’ Insurance Co Boston, Mass 
Bankers Life and Casualty Co Chicago, 
Employers’ Fire Insurance Ce Boston, Mass 


New York, 
New York, 
.New York, 
New York, 


Examined 
Morton & Oliver Counties Mutual Fire 
and Lightning Insurance Co 


OHTO Examined 
Ohio Casualty Insurance ¢ P Hamilton, Ohio 
Ohio Insurance Co Hamilton, Ohio 


PENNSYLVANIA Examined 
Alliance Insurance Company Philadelphia, 
Bueks County Mutual Ins. ¢ Hipersville, 
rie County Mutual Fire Ins. Eerie, 
Farmers’ Mutual Fire Ins. Co. of Pennsyivania. . Alburtis, 
Home Mutual Fire Ins. Co. of Lehigh County. .Emmaus, 
Insurance Company of North America Philadelphia 
Indemnity Insurance Co. of North America. . Philadelphia, 
Manufacturers Fire Insurance Mhiladelphia, 
Philadelphia Fire and Marine Ins. Co Philadelphia, 

SOUTH CAROLINA \dmitted 
Bankers Lite & Casualty © 
The New Zealand Ins. Co., Ltd 

TENNESSEE Admitted 
Great Central Insurance Company 

WISCONSIN Admitted 
National Farmers Union Auto, & Cas. Co 

WYOMING Admitted 
American Title and Ins. Co 
Canadian Fire Insurance Co 
Canadian Indemnity Company 
Frontier Insurance Company 
State Automobile Insurance Assn 

NOVA SCOTIA \dmitted 
The Licenses and General Ins. Co., Ltd 

ONTARIO Admitted 
Allstate Insurance Co ane 
The Licenses and General Ins. Co., Ltd. .. 


New Salem, N. D 


Chicago, 
Auckland, N. Z 


.. Peoria, Hl. 
Denver, Colo 
Miami, Fla 
.Winnipeg, Man 
Winnipeg, Man 
....+-Denver, Colo 
Des Moines, lowa 


.. London, Eng. 


.. Chicago, 
. London, Eng 


CONVENTIONS AHEAD 


NOVEMBER 


Kentucky Association of Insurance Agents, annual meeting, 
Kentucky Hotel, Louisville. 


Maryland Association of Insurance Agents, annual meeting, 
Lord Baltimore Hotel, Baltimore. 


Conference of Mutual Casualty Companies, claims—auto 
and general casualty, Stevens Hotel, Chicago, Illinois. 


Western Canada Independent Automobile Insurance Con- 
ference, annual meeting, Saskatoon. 

DECEMBER 
National Association of Insurance Commissioners, mid-year 


meeting, Galveston, Texas. 


For November, 1949 


NEW PRICE LEVELS 
- MEAN NEW 
INSURABLE VALUES 


insurance cover- 
age based on Continuous 
Appraisal Service prevents 
unnecessary over-insurance— 
hazardous under-insurance. 
It facilitates loss adjustments. 


Th AMERICAN 
APPRAISAL 
Company 
Over Fifty Years of Service 


ATLANTIC CITY’S 
HOTEL of DISTINCTION 


Devoted to the wishes of a discriminating clien- 
tele and catering to their every want and embrac- 
the advantages of a delightful boardwalk 

tel. 

Spacious Colorful Lounges—Sun Tan Decks atop 
—Open and inclosed Solaria—Salt Water Baths in 
rooms—Garage on premises. Courteous atmos- 
phere throughout. 


@ —— 

When in Atlantic ry! visit the 
FAMOUS FIESTA LOUNGE 
RENOWNED FOR FINE FOOD 
—— @ ——_- 

OPEN ALL YEAR 


Under Ownership Management 
Exclusive Penna. Ave. and Boardwalk 


| | 
Pa | 
Pa. 
Pa 
Pa | 
OFFICES IN PRINCIPAL CITIES 
{ 
d 
O)TRAND 
22-24 | 
| 
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AVIATION UNDERWRITING EXPERIENCE 


OMPANY Service Corporation acting as statistical 1944 to 1947, inclusive, are treated as fully earned, 

agent for the New York Insurance Department has — while those for 1948 have been adjusted to an earned 

compiled statistics on aviation business for the policy premium basis by the application of estimated percent- 
years 1944 to 1948, inclusive. Written premiums for ages. Figures for the larger classifications follow: 
PER- 

HULL GROUND HULLCRASH PASSENGER LIA. PUBLIC LIA. PROP.DAMAGE SONAL ACC, 


* Net Loss * Net Loss * Net Loss * Net Loss * Net Loss * Net Loss 
Year Prems. Ratio Prems. Ratio Prems Ratio Prems. Ratio Prems Ratio Prems. Ratio 
ee 2,044 47.64 1,977 73.78 2.378 56.36 400) 26.08 449 22.71 1,351 40.84 
eter ? 2; 77.12 3,439 130.97 3,017 73.15 388 18.44 395 58.01 1,308 51.93 
Ae 6,040 76.19 8,094 83.33 4,408 97.61 842 50.01 R48 63.41 2,101 38.30 
1947 ; 5,726 91.31 8,569 68.13 5,136 7978 1,060 35.26 9RO 57.53 2,364 48.03 
eee 3,073 57.41 4,383 92.83 2.73% 54.08 613 35.15 6600 38.68 1,352 44.94 


ZOTALS 19,723 74.82 27,062 85.41 17,675 75.97 3,363 35.74 3,347 50.06 8,476 44.58 


*Last three 000 omitted. 


MONTHLY FIRE LOSSES RE OUIKED BY THE ACT CONGRESS. OF 


UGUST 19 1F BEST’S INSURANCE NEWS, FIRE AND 


CASU ALTY: "EDITION, published monthly at Albany, N. Y., for 

ROPERTY values destroyed by fire in the United pantate of New York, County of New York, ss. Before me, a Notary 
- *ublic in and for the State and County aforesaid, personally appeared 
States during September amounted to Acces Guedes, Who, bavine ‘been Gals 


and says that he is the business manager of Best's Insurance News, Fire 


according to estimates prepared by the National Board Evition, and that the follo dike Gt 


of Fire Underwriters. This is 0.5% less than the dam- 3nd belief. a. trues SE ae he 
ages reported in September 1948 and 0.9°% less than in required by the Act ist 24, 1912, embodied 


Laws and Regulations, p on the reverse of thi 
August of this year. Fire losses during the first nine 1. That the names and addresses of the publis 
7 7 editor and business managers espe € are ub 
months totaled $498,227,000 which is 7.2% below St 
De- Editor-in-Chief, Alfred M. Rest; Managin Editor 
Business Mar Arthur Snyde 7 


estimated losses for the same period last year. 
stroyed property for the twelve months ended September 
30, 1949 amounted to $672,418,000, a decrease of 5.5% 
from the $711,576,000 witnessed in the twelve month 
period ending September 30, 1948. This latter figure, 
however, was the highest twelve months mark ever 
recorded by the Board. 


ager, 


\ comparative table of fire losses over the past thirty 
six months follows: 


1946 1947 1948 
October $ 40,108,000) $ 54,946,000 $ 51,845,000 
November 44,706,000 51,346,000 $2,949,000 
December 58,094,000 68,361,000 69,397 000 


1947 1948 1949 
January 57,180,000) 63,010,000 


February o4 71,521,000 12,424,000 
March 72, 74,236,000 pera 
April 68,029,000 63,731,000 55,290,000 
Tune 50,840,000 54,706,000 51,787,000 — other person, asseciation or corporation has an interest, dircet ‘ t 
in the sa stock, bonds or other s state t 
July 49,357,000 50,953,000 49,592,000 “AR R SNYDER, 

ente Susiness nager 
August 51.359.000 $9.543.000 50,150,000 daw of Sent 
September 47,990,000 49,945,000 49,678,000 FI 17 TH BRENNER P 

ry Pull tate of New York 1 in Kings ¢ Ne 


104 astificate Sled ti. Mew Work.i 


Totals $660,890,000 $711,576,000 $672,418,000 & NOY. Co. Clerk's Office: Term expires March 30, 1951 


| PEDIGREE COUNTS — THE COCKER SPANIEL — ranks 


first in U. S. popularity. Efficient gun dog and retriever. 
Hardy, lovable and reliable, a grand home dog. 


The Northern Assurance was organized in 1836 as an Agency 
Company. It has remained so All-Ways. 


FIRE AND ALLIED LINES. AUTOMOBILE INLAND 
° * NEW YORK . CHICAGO . SAN FRANCISCO 


Best's Fire and Casualty News 


ig 
2 
* 
‘ 
editor, managing 
lisher, Alfred M 
New York, N. Y¥ 
Chester M. Kellogg; 
= Street, New York a 
That th wner is Alf M. Best ¢ pany, Inc., 75 Fulton St 
J New York, N. Y.; and that the owners of 1 r more of the stock are uit 
1. C. Ammermuller, Estate of, 79 John St. New York, N. Y.; Mildred : 
B. Baird, 86 Prospect Montclair, N. J.; Stannard L. and Gladys 
iz i K. Baker, Lansing, M Alfred M. Best, 75 Fulton St., New York sala 
N. ¥.; Walter Betts, Montreal, Canada; Central Hanover Bank & 
Trust Co.. New York, N. Y.; Crum & Forster, 110 William St., New im 
< York, N. Y¥.; Guaranty Bank & Trust ¢ Cedar Rapids, Iowa; Albert mee 
M. Johnson, Estate of, Hollywood, Cal.: Alice L. Kellogg, 615 Tremont 
Ave., Westfield, N. J.; C. B. Kellogg, ¢ Tremont Ave., Westfield, N. J 
C. M. Kellogg. 615 Tremont Ave.. Westfield, N. J.; Wilhelmina Kel 
love, 603 Tremont Ave.. Westfield, N. J Tohn MeFlraevy, 75 
; Fulton St.. New York, N. Y¥.: Old Colony Trust Co., Boston, Mass = 
Raymond T. Smith. 10 So. LaSalle St, Chicago, H.; Mrs. Raymond 1 
“f Smith, Golf, I.; Vanee C. Smith, 1710-333 No. Michigan Ave., Chicago, = 
Arthur Snyder, 75 Fulton New York, N. Y.; Kathryn Snyder 
Garden City, N. Elma W. and Joan W. Thomas, Indianapolis, Ind_; 
William E. Whitney, 139 Clifton St., Belmont, Mass 
3. That the known bondholders, mortgagees and other security holders ‘ 
} owning or holding 1 per cent er more of total amount of bonds, mort BY 
j gaves or other securities are None 
is 4. That the two paragrapl next above, viving the names of the cy. 
owners, stockholders and securities holders, if any, contain not .only 
the list of stockholders and security holders as they appear upon the ae 
bce books of the company, but also, in cases where the stockholder or ae 
ecurit holde appear non the f th mpanyv as truete 
af 
j 
Offices 
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id. ats like these may happen 


Faulty Workmanship 
Unforeseeable Contingencies 
Liens on Your Property 
Non-Completion 

Faulty Materials 


can protect you 
against LOSS! 


HOW? By arranging with your contractor 
to furnish performance bonds which will 
protect you against all such losses. 


WHO IS HE? Your local U.S.F.& G. Agent 
—trained to handle the bonds you need 
for protecting your investment. 


HOW DO YOU REACH HIM? He is as near as 
your telephone. Consult your local 


U.S.F.& G. Agent today. 
FOR U.S.F.&G. SERVICE: Ca// Western Union by 


number and ask for Operator 25, who has name 
and address of your nearest U.S.F G. agent. 


United States Fidelity & Guaranty Company, Baltimore 3, Md. 
Fidelity & Guaranty Insurance Corporation, Baltimore 3, Md. 
Fidelity Insurance Company of Canada, Toronto 


CONSULT YOUR INSURANCE AGENT OR BROKER 
ts YOU WOULD YOUR DOCTOR OR LAWYER 
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Hie advertising end of the in- 
surance business held the lime 
light Jast month when the Insurance 
Advertising Conference held its an- 
nual meeting at Old Point Comfort, 
Virg:nia. Those attending heard a 
round table discussion billed as “A 
Practical Advertising Clinic” which 
proved itself to be just that. Pre- 
sided over by E. R. Hurd, Jr., of the 
American-.\ssociated Companies, the 
discussion teed off with a plea by 
Clark W. Smitheman for simplicity 
in direct mail advertising. Unneces- 
sary technicality was, he felt, only 
confusing both to the recipient and to 
the agent himself 
Following Mr. Smitheman, Theo- 
dore W. Budlong of the National 
Board of Fire Underwriters plugged 
for more rather than less advertising 
in the insurance trade press. He 
recommended that insertions for 
trade journals be prepared especially 
for that use and not be merely a 
re-run of an advertisement in a na 
tional magazine. 


Illustrative Material 


Greater use of illustrative material 
in advertising was asked tor by W 
W. Darrow, a free lance artist, whose 
address, due to his absence, was read 
for him by Mr. Hussey of the Ameri 
can Agency Bulletin. Mr. Darrow’s 
point was that this is a means of re 
ceiving greater value from an adver 
tisement and he recommended a 
simple strong illustration custom 
made for thie 
vertisement, 
against too great an etfort to be 


main idea of the ad 
Moreover, he warned 


clever or subtle. Gaood cartoons, he 
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EXCESS INSURANCE 


South and Water Sts 
Baltimore 2, Maryland New Y 


Phone: L. D. 109 


URANCE 


40 Exchange Place 
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INSURANCE ADVERTISING CONFERENCE 


said, can be most effective in at 
tracting attention and leaving the de 
sired impression. 

The broad subject of “What 
Agents Will Use Most Effectively” 
was handled by Alfred Duncan, Jr., 
of the Fire Association Gre up. Leat 
lets, he pointed out, should feature 
the agent rather than the company. 
\ttractive posters and showeards do 
a good job, he believes, although 
he admitted that he, himself, did 
not use them. 

The meeting was cautioned by 
W. HL. Rilev of the American Surety 
Company, the final speaker of the 
panel, not to underestimate the ad 
vertising potential of the girls work 
ing in an agency. Company repre 
sentatives, he felt, should cultivate 
these girls and make available to 
them all possible information on new 
coverages and trends of the busi 
ness. Since they will be instrumental 
in Cistributing advertising literature 
to prospects and customers and in 
enclosing them im the mail, their 
tastes in coloring and appearance 
of the material should be considered 

One of the featured speakers at 
the meeting was Roger E. Clarke, 
local agent of Fredericksburg, Vir 
ginia Describing the average 
agent's reaction to imsurance ad 
vertising, Mr. Clarke noted that, 
“More and more companies are com 
ing to the realization that tving in 
their national advertising through 
their own local agent, with local ad 
vertising, is advantageous. How 
ever, the final sale is usually made 
after personal solicitation. You may 


use newspaper, radio, direct mail, 


and personal solicitation. The first 


three are merely spade work. They 
are all dependent upon the fourth+ 
personal solicitation to reach the 
maximum results 

Eugene F. Gallagher, manager of 
special services, Standard of De- 
troit Group, commented on the 
tricacy and misleading effect of some 
of the terms used not only in insur 
ance advertising but in the policy 
itself. Mr. Gallagher's address ap 
pears in full elsewhere in this issue 

The tinal address of the meeting 
was given by Claude DT). Minor, 
president of the Virginia Fire and 
Marine Insurance Company. He 
characterized advertising as a sales- 
man and noted that the chief dis- 
tinction of advertising was that it 
exerts its influence on a mass of 
people rather than singling out one 
person at atime. As a result, he re 
marked, it tends to lose the human 
touch. advertising executive, 
stated Mr. Minor, must be able to 
prejudge human behavior and know 
what will influence that behavior 
Thus . he must be a psychologist 


New Officers 


In the business session of the con 
vention, the Conference elected the 
following officers : President, Dwight 
P. Ely, Columbus, Ohio; vice presi 
dent, A. E. Duncan, Jr., Philadel 
phia, Pennsylvania; secretary-treas- 
urer, Ralph Blatchford, 
Massachusetts. [executive Commit 
tee: Joseph A. Gernhardt, New 
York, N. Y.; John N. Cosgrove, 
Newark, N. J.; C. J. Fitzpatrick 
and James F. White, both of Balti- 
more, Maryland. 


toston, 


BEST'S DIGEST OF INSURANCE STOCKS 


Cost—$10.09 a copy (including 
postage) 


ALFRED M. BEST 
COMPANY, INC. 
75 Fulton Street New York 7,N.Y 


The one reliable key to 
the real value of all ac- 
tively traded fire, cas- 
ualty and insur- 
ance stocks—that’s— 


Best's Fire and Casualty News 
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Get Your Teeth Into These Two... they show 
how American-Associated has expanded as X 
\ 


4 


a multiple-line casualty insurer over the past 
10 years. 


PREMIUMS WRITTEN 10 YEARS AGO PREMIUMS WRITTEN TODAY 


Latest available figures place and helpful service they receive 
American-Associated among the from our country-wide network of 
ten largest multiple-line casualty Branch Offices and Service Offices. 
groups in the country. Our Pro- 
ducers—responsible for this 
achievement—give a large measure 
of credit to the prompt, efficient 


AMERICANS 


INSURANCE COMPANIES 


AMERICAN AUTOMOBILE ASSOCIATED INDEMNITY 
INSURANCE COMPANY CORPORATION 


SAINT LOUIS SAN FRANCISCO 


Group inland Marine 


i Fo 7 
4 0 
| 
OTHER | OMOBILE | 
1% 99% 
ec 
Liability (other than Automobile) 
ee Burglary and Theft 4 
Fidelity Surety Glass 


Hats Off to the UNICO agent! 


Here's a story that ought to hearten any Prop- 
erty Insurance Agent: Recently agents of the 
Unirep Nationan Company (Cas- 
ualty affiliate of the National Fire Group) 
were offered a personalized Direct Mail cam- 
paign. It was all packaged up by people who 
know the agent’s situation and his needs. 


Did it go to the waste basket with the usual 


yawn? No, sir! 


SAID “I WANT TO SEE IT” 


That's one for the record, as every home of- 


fice knows. Ordinarily, a return of 207,560, or 
8° would be good. 


It proves... that UNICO agents are on their 
toes and know a good thing when they see it 
.-. and that the right sales helps are appre- 
ciated by the man who does the actual selling. 


Good agent 
Good company 
Good sales help 


) —the unbeatable 


\ combination 


Thank you, UNICO Agents! And if you 
missed the first offer... or if you want in- 
formation about United National Indemnity 
Company ... there’s yet time! Write today! 


Mattional Fire Group 


NATICNAL FIRE INSURANCE COMPANY OF HARTFORD 
MECHANICS and TRADERS INSURANCE COMPANY 


FRANKLIN NATIONAL INSURANCE COMPANY OF NEW YORK 
TRANSCONTINENTAL INSURANCE COMPANY 


UNITED NATIONAL © COMPANY 
EXECUTIVE AND ADMINISTRATIVE OFFICES, HARTFORD 15, CONN. 


F. D. LAYTON, Chairman of the Boord 
CANADIAN DEPARTMENT 


WESTERN DEPARTMENT 


H. B. COLLAMORE, President 
PACIFIC DEPARTMENT 


175 W JACKSON BIVD., CHICAGO 4, ILL 485 McGILL ST., MONTREAL 1, PQ, CANADA 234 BUSH STREET SAN FRANCISCO 20, CAL 
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eee Higures and ratios are the measuring rods by which 
company managements run and supervisory authorities 
regulate the msurance business. However, figures and 
ratios alone are not enough need niform luter- 


Pretation, as outlined on page 19 


eee This month we review operating expense ratios in 
the fire and casualty fields for both stock and mutual 
carmers. Our study of stock company expense ratios, 
on pages 20 and 21 is augmented with additional sum 
mary tables showing a breakdown into tive size groups 
based on premium volume. The 


petises Is on page 22 


study of mutual ex 


wee Niter tire 


assured to furnish a complete inventory of the destroved 


loss, it is the responsibility. of an 


or damaged property showing in detail quantities, costs, 


actual cash value and amount of loss claimed. Unless 
such an inventory is prepared prior to the loss, reliance 
must be had on admitted The 


records which should be kept ditfer trom those kept 


memory. 


for tax, cost accounting and accountability purposes. On 
page 24 are considered the Property Records necessary 
for insurance purposes 


Ree Cost indices are a graphic representation of the 
underlying facts but sometimes they are hard to visu- 
Rather than be with the statement that 
house values have such a per cent in 
so many vears, the author of /f's Worth More, on page 


25, has applied himself to the actual material and labor 


alize content 


risen such and 


costs of a particular house. He shows just how. the 


1948 price for each item compares with its cost in 1939 


eee | iast January we published an analysis of the busi 


ness by the president of the International Association 
of Casualty and Surety Underwriters. Since that time 
its problems have taken on a new complexion; the ca 
pacity problem has eased and insurance to value is much 
closer to a reality 
last vear are on their way to being solved, new problems 


However, although the problems ot 
have taken on increased importance. These are consid 
ered in the second report. on The Status of Our Industry 
on page 27 
eee There are usually larger premiums to be derived 
from the commercial and industrial lines than from per 
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sonal lines. On the average, they are also mi 
and require more effort and organization 
selling, there are a number of approaches too 
a satisfactory volume of this type of business 
method 


31, a leading agent outlines the 
Developing Commercial and Industrial Lu 


The imsurance manager of 


three-fold task. Tle must 
operations to determine the exposure to loss 


Corpor ithe 
business 


analyze thie 


be ever watchiul for methods to 

that exposure and the losses resulting fron 
finally, he must procure insurance t 
which avoided, The 


Which must be given these three functions in /valmatin 


tor 


losses cannot be consideration 


an Insurance Program is discussed on page 35 


The author of 7/ 
39, has not confined himself to any one technic 
Rather, callin 


onglits on wld 


of the field of adjusting losses 
experience of a number of vears and a wick 

anceship with his subject, he has written an 
paper touching on a variety of subjects. We 

will enjoy his thoughts 


When talkin 


Wisurance Mien are 


selves, thev use terms such as “inherent 
marine” and 


fectly clear and detinite meanings 


“convertible colliston’ 
when they use these same terms in s 
pect or an assured, he may receive 
understand 

terms 


Sion or tat 
msurance should be con 
and, almost equally important, 
appeal, our author asks “Mat [0 
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eee [iability msurance has progress« 

range of changes from the earliest polict 
day comprehensive poliev. Plow the yx 
reflected the 
and experience compiled are 
cussed in Liability 


changing times, how a 


nds on 


wee The search for economic security 
during the last two decades with a grow 


benetit: plans as one 


determine the actual prevalence 
how thoroughly the value of volun 

tion has been sold, the metropolitan are 
Minneapolis-St. Paul, St. | Pittshu 
and Detroit were surveved. The tirst of 


survey of Employee Benefit Plans appears on 


eee \vents recognize and pomt out 


doctors their hability tor negliger 
strate to them the 


selves by means of msurances 


advisability of thet 

nearly so conscious of their own potential liability \ 
Ine Come hh ible 

because of his actions or non-performances are discusser 

in Legal Aspects lgency o 


number of the fields m which an agents 


ofan pure 


s 
vith all | 
liscs 
it 
aspect 
Vou 
them 
vice, 
ich have per 
them. Llowever 
| 
ly une 
>to the present | 
lev torms have 
the ports «dis 
has mtensitied 
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Hayward Hand-Grevade Fire Extinguisher, Price $10 per Dozen 
SAFE, SURE, QUICK, THOROUGH, RELIABLE! 


Positively Harmless to Flesh or Fabrice, but Certain Death to Fire! 


WILL NOT FREEZE! WILL NOT BURST! 
Can be Used by Man, Woman or Child! 


Here's an early (1884) advertisement 


for a home fire-extinguishing device. 


The gentleman certain 
lisplavs coolness a crisis and 


good form in At 


BE TTMANN ARCHIVE 


During this company’s g6-year history, fire fighting techniques have 
shown amazing progress. Even so, last year’s estimated U. S. fire 


loss 


2711 million) came very close to the estimated 3720 million 
needed for the St. Lawrence Seaway Project. To help reduce 


this waste, we — and you must work harder than ever to 


make the public conscious of the constant need for fire prevention. 


Every Tvpe of Property Insurance for Industry and the Home. 


griculttral mpirc Slate 
Company a ymurance Company, 
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IGURES and ratios are the measuring rods by 

which company managements run and supervi- 

sory authorities regulate the insurance business. 
Yet, in themselves, figures and ratios are not only 
meaningless but are inherently dangerous if unwar- 
ranted inferences are drawn from them by mis-informed 
or biased individuals. ‘The matter of proper interpreta- 
tion is all important. With insurance operations com- 
ing increasingly under the surveillance of government 
officials and of an interested and potentially critical pub- 
lic this point cannot be over-emphasized. 

The insurance industry is to be commended for the 
cooperation shown in working with the New York In- 
surance Department to develop the program of uniform 
accounting. This program as developed by regulation 30 
is not perfect but it is a long step in the right direction 
and represents a very reasonable beginning. Funda- 
mentally these rules apply simplified cost accounting to 
establish uniformity in the classification and allocation 
of expenses by nature, by company, by function and by 
line of business. By establishing mandatory uniform 
standards they eliminate conflicting philosophies of clas- 
sification and allocation and do away with arbitrary or 
judgment allocation procedures. This is more important 
than many realize. The mere fact that figures of indi- 
vidual companies are not always compiled on the same 
basis leaves the business open to controversy and sub- 
ject to misinterpretation. 


Continued Progress Necessary 


With this in mind should not uniform methods of 
accounting be extended even further? Rather than wait 
for controversy or for state regulatory authorities to 
set up possibly dissimilar requirements, the business it- 
self should work out a standard pattern and assume 
leadership in presenting figures that are subject to 
uniform interpretation. For its own  self-preservation 
the business should voluntarily adopt methods so 
straightforward that misinterpretation would be difficult 
and defense easy. Then an unwarranted attack or in- 
terpretation of one company’s figures would be an attack 
on the figures of all similarly situated companies. All 
companies would then have a stake in the outcome and 
an interest in maintaining proper evaluations. There 
would be no opportunity to play one procedure against 
another. 

Uniform methods of handling all items are still not 
sufficient. It is essential to arrive at and agree on uni- 
form interpretations and use of the figures and ratios. 
This has not been so important in the past as they have 
been used largely by persons in a position to interpret 
them by looking beneath the surface and making al- 
lowance for any deficiency in the figures. The danger is 
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that figures and ratios, once calculated and recorded, 
may be misunderstood by uninformed persons. 

Probably the most outstanding example concerns the 
proper understanding and use of loss ratios. The two 
bases on which experience is reported produce ratios of 
either incurred losses to earned premiums or paid 
losses to written premiums. In the last five years stock 
fire companies have approximately doubled their annual 
premium writings. For the business as a whole the 
five year incurred-earned ratio was 7.3 points or 15% 
greater than the paid-written ratio. Differences were 
even wider in individual years and of course there was 
considerable variation among companies. 


Measure of Exposure 


It should be unnecessary to point out that earned 
premiums are the only proper measure of exposure to 
loss. Moreover it would be wise to stop talking about 
a pure loss ratio. By that | mean a ratio which does not 
include loss adjustment expenses. It is fundamental 
that if there were no losses there would be no loss ad 
justment expenses. The latter are part and parcel of the 
loss and certainly from a public relations point of view 
should always be included when speaking of the loss 
ratio. This becomes even more apparent when under- 
writing experience is broken down by lines. Loss ad 
justment expenses compared with actual loss payments 
may average well under 5% on ocean marine but 20% 
on automobile property damage claims 

An accurate appraisal of underwriting results is most 
important to the business yet is one of the items most 
often misunderstood or subject to misinterpretation 
This stems from the fact that insurance accounting must 
reflect experience on contracts issued for varying periods 
of time on which the premiums are paid in advance. The 
statutory basis does not reflect accurately the experience 
on either a rising or falling volume of business because 
of the unearned premium reserve. 

It should be evident that some adjustment must be 
made in the statutory figure to take into account the 
estimated increase or decrease in equity in unearned 
premiums on a changing volume of business. 

Rather than adjusting the statutory underwriting 
profit or loss to reflect the change in premium reserve 
equity approximately the same end results may be ob- 
tained by combining the ratio of losses incurred (plus 
loss adjustment expenses) to earned premiums with 
expenses incurred to written premiums. It is widely 
recognized that the major portion of expense is incurred 
when the policy is written and such items as commis- 
sions, inspections, surveys, state premium taxes and a 
wide variety of other expenses apply to the whole pre- 
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= 


expense on 


handling casualty 


Steck Cas 


RATIOS OF EXPENSES PAID TO PREMIUMS WRITTEN 


14 
points), attributable te 


commissions (down 


business varies from 1930 1935 1940 1945 1947 1948 the much larger volume 
around |5 on group a To Agents 20.8 20.3 203 (86 %I89 189 of group accident and 
cident and health to about | Home Office Selaries 57 48 49 44 39 38 
70) on boiler and ma Inspections, etc. 2.0 1.8 1.8 15 5 14 compensation business un 
chinery in iran All Other 4239 «430039 #38 «(36 derwritten (both low ac 
ever, the very low expense . quisition cost lines ). 
ratio on group accident Total Expenses 41.2 38.3 40.9 39.2 354 35.5 Although the expense 
and health Dus ness ts ratio in inflated 1048 was 
counterbalanced by a loss PREMIUMS WRITTEN (in millions) lower than the expense 
ratio whicl averages 1930 1935 1940 1945 1947 1948 ratio in deflated 1935, the 
cary while Accident and Health $133 $ 98 $152 $302 $441 $518 
inspection service which is Workmen's Comp. 161 124 166 308 415 469 have zoomed. It is only 
part at dl parce 1 of boiler Fidelity and Surety 99 80 90 104 106 148 hecause 1048 premium 
All Other 181 123 156 235 469 «583 
and machinery msurance volume was nearly four 
keeps the loss ratio nor Total $838 $673 $870 $1,325 $2,075 $2,456 times the depression vol 
mally down to around ume that operating cost 
23). Vhere are usually fairly wide differences among — ratios have been kept within bounds. Of course, com 
It missions, the largest single factor of expense, are 


other casualty lines such as workmen's compensation and 


fidelity and suretv. Thus, 
CU 


equal there mav well he 


although the net return on 


h of several lines of Tusa ss MAN he approximately 
considerable variation im ex 


pense of operation, ind in at ENPense, 


it ws extremely Mpertant to compare companies of sim 


ilar size writing similar lines of business in relatively 


equal amounts or make 


Wlowanee for ditferences in 


expenses due te the varving natures of their business 


| 
With such wrk 


Variations im expense of operation 


on individual lines of business and such tremendous 


swings in total premium volume, it is really remarkable 


1 


that eNpenses fave 


shown so little fluctuation 


In 1935, on a premium volume of $673,000,000, total 
expenses were 38.347. while last) vear, on a record 
volume of S2 136,000,000 expenses were 35.5%. More 
wer, in 1935 acerdent and health premiums were only 


moderately higher than tidelity and surety premiums, 


but om were nena four times as great. [aa 
bility advanced 200°, while workmen's com 
pensatt Yet, the total expenses varied 
bv le than three pomts and the only mayor items ont 
expense to show more than a fractional change were 


directly tied to premium volume as are state premium 
taxes. However, home office salaries which have been 
forced upward by higher costs of living and larger 
staffs were only 3.8) of premiums in 1948 as against 
$8 in 1935 and 3.777 in 1930. Branch office salaries 
were in as against 3.0%) im 1935 and 5.9% 
in 1930. It may be significant that branch office 
aries in 1948 were 0.6 points higher than home office 
salaries, while they were only 0.2 points higher in 1930 
and 1935 

In the stock casualty field mere size makes relatively 
little difference in the total EXPEnse ratio as the com 
plexitics of multiple operation apparently requiré an 
overhead cost which remains surprisingly constant per 
million dollars of premiums. Differences in operating 
expense ratios are due to underlying differences in 


classes of business underwritten rather than to volume 

The following tabulation shows the principal items 
of expense for five groups of companies. Complete 
supporting tables showing a further breakdown inte 
25 separate ratios for each of the 150 companies appears 
in the 1949 edition of Best's Aggregates and Averages 
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2% 212 33.74 Lot 
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HE over-all operat 

Ing eXpense ratio in 

the fire-mia 
rine field has declined more 
than eight) points since 
1935 or about 20°). Al 
though expense ratios of 
individual 
subject to fluctuation due 
to relative 
classes of business under- 
written and altered 
surance arrangements, the 
industry trend is due 
mainly to the underlying 
nature of the 
net premium income from 
SO86,000,000 in 1935) to 
$2.247,000,000 in 1948. This tremendous increase in 
volume ts mamly due not to new business, but to mereas- 


stock 
To Agents 

Field Supervision 
Inspections, etc. 
Salaries and Fees 
Taxes 

All Other 
companies are 

Total Expenses 
changes in 

Trem 

Fire 

Motor Vehicle 
Ocean Marine 
Inland Marine 


h 
mecrease All Other 


Total 


ing the amount of insurance coverage on existing policies 
to cover the big jump in all replacement costs. The av 
erage fire policy is much larger and it costs no more im 
overhead (except commissions and premium taxes) to 
handle a large poliev than it does a small one. Moreover, 
more than $200,000,000 of the increase is attributable to 
the extended coverage endorsement added to tire policies 
and about $425,000,000 due to the jump in motor vehicle 
premiums. 

Despite rising dollar costs, the relative expense of all 
major items declined between 1935 and 1948; field 
supervision from 4.7 to 2.7¢ 
to LS? salaries from 7.10 to taxes from 3.0% 
to 3.0%; 


iMspections from 3.0% 


all other expenses from 3.547 to 28%. 

Although expense items im the fire casualty 
field directly interesting 
to Commissions 
have averaged consistently 
in the fire field than in the casualty due to the difference 
in the 
Comparing all other expenses, before federal income 


comparable, is 
ditference 
or six. points higher 


Net 
several 


are 


note points of 


five 


commission scales allowed on various lines. 


taxes, the stock fire companies showed a ratio of 21.65 


Field 

Strom 

Reinsurance 
Less than $2.5 million ( 
$2.5 to $5 million ( 
S10 million ( 
$10 to $20 million 
Over $20 million 


Ke es 
1.33 


Writing 


(il) 
Wy 
$2) 
34) 

24) 

(24) 


$5 to 


x 


1.008 


Totals and Averages. (175) $1,942 


For November, 1949 


RATIOS OF EXPENSES PAID TO PREMIUMS WRITTEN 
1935 


PREMIUMS WRITTEN (in millions) 
1935 


Salaries 


im 1935, while the stock 
casualty 
ported 18.7! 

m ther 


reversed 


1940 1945 Hlowever, 


posit Nis 


we're with the 
casualty companies report 
15.7* 


The net « 


the tire 
15.3%, 


nm relative 


ing and 
only 
hange 
Postion 
from 2.9 points above the 


1940 1945 
$467 $663 
170 


1947 1948 casualty carriers t 
$999 $1,062 ‘helow th 
427. 525 

168 16! carricrs 

168 186 Se much of th 


273-313 is underwritten 


pomts 


$917 $1,226 $2,035 $2,247 proportionately 
the 


tsured 


pans groups that 
breakdown of expenses by size of company, 
by premium writings, shows less variation than might 
he expected. There ts surprisingly lithe difference in 
operating cost ratios until the gronp of com 


ing over $10,000,000 


writ 
In this group, the lower experns 
ratio is due almost entirely to lower average commission 
costs, due to larger percentages of lower cost lines or re 
insurance arrangements 

The tax item in the box above is separated in the tables 
below to show federal income taxes separately 
the previous 

1929 crash 


ona paid basis, the item reflects « arnings «ft 
vear. Thus, the figure 
with its aftermath of higher 
while tax figures for 1935 retleet 


for 1930 retlects the 


thus, low taxes 


losses 


a very protitall un 


period im fire insurance lustory, Tax 
ments in 1948 were to the 


cover, tornado and tire losses in 1947 and the 


derwriting pity 


small cue higher extended 
statutory 
losses occasioned by the setting up of unearned premium 
reserves on the larger volume of business underwritten 

The following tabulation shows the 
for 
tables 
25 separate ratios 
1949 edition of 


prin 
of 
supporting 


EXPEnsc five groups of companies. Complete 


a further breakdoy 


show ing 
the 175 


and 


tor each ot 


Lest 


in the \verages 


Rents, 
Maint 
& Furni 


25.3 268 25.2 25.2 24.8 
* 47 3.9 3.0 2.7 2.7 
3.0 2.2 1.8 1.6 1.8 
7.1 6.4 6.1 §.2 5.3 
50 38 40 29 3.0 - 
35 32 25 26 28 
48.6 463 426 40.2 404 ‘ 
(14 
32 86 1e 3 
34532 
ture et Print bxper Pane i 
O26 0.08 O75 17 
6.77 1.18 223 1.05 142 63 45.58 (0.53 
O03 1.9] 0.94 43.1? ow 
5.28 93 1.04 077 0.08 29] 
5.23 1.00 173 105 247 418 25 
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MUTUAL 


HIS look at mutual 
operating expenses 


1940 
a Is vased ona study To agents 15.4 
of 75 casualty mutuals and Field supervision 3.1 
36 fire als sorevate Inspections, etc. 2.3 
fire mutu ils. Aggre gate 77 
figures in the mutual field Taxes 2.6 
are inclined to be mislead All other 45 
ing unless cognizance 1s Total 35.6 
taken of the varving plans Prem. Written 
of operations followed by (millions) $176 


the companies and the wide 


MUTUAL FIRE COMPANIES 


MUTUAL CASUALTY COMPANIES 
19 


the twenty-five companies 
reporting writings in ex- 


per cess of $5,000,000) wrote 
2.1 2.2 2.2 2.4 nearly seven times the vol- 
ume reported by the other 
36 32 3.1 31 titty companies, the break- 
39 3.8 4.0 42 down in expenses into four 
groups shown at the end 
of the tables in Best's 

$254 $310) $375 $440 Fire anp Casuacty Ac- 


GREGATES AND AVERAGES 


lifference ji size of 40 1945 1946 1947 1948 > signifie 
difference im size ot the — 90 10.0 105 26 95 1 more ignific ant than 
companies and classes ot 35 3.0 35 36 37 the aggregates for the 
business transacted. For Home office salaries 4.1 3.9 4.2 3.9 4.0 whole group. Total ex- 
example, nearly one- end audits penses for the three small- 
quarter of the casualty All other 3.8 3.8 3.7 3.6 35 est groups average about 
companies obtain business 29%, while expenses for 
Totel Expenses 243 «24.6 «6258 
direct and nearly an addi- Prem. Written the largest companies aver- 
tional quarter list commis- (millions) $294 $540 $688 $887 $1,059 age 5 points less. Aver- 


sions at less than 10°, in- 
dicating that at least a portion of business is secured 
direct. In contrast, some accident and health companies 
report no policy fees nor commissions, while one com- 
pany writing $77,000,000 in accident and health pre- 
miums pays commissions approaching 25° and one 
small carrier reported 457. Commission differences in 
the fire field were not so great but range from a minus 
figure to 27. Variations in loss ratio because of dif- 
ferent classes of risks written are even greater. There 
is no average mutual company. 


Difference in Size 


There are many more mutual fire companies than 
mutual casualty companies, but the total premium vol- 
ume developed in the mutual fire field is less than one- 
half the net premiums written by the casualty mutuals, 
although fifteen vears ago the casualty mutuals wrote 
less business than the fire mutuals. Only twelve of the 
mutual tire companies included in this study wrote more 
than $5,000,000 in annual premiums in 1948 as against 
twenty-five casualty mutuals reporting premium writ- 
ings in excess of this figure. Moreover, the largest fire 
writer reported $14,200,000 in) premiums as com 
pared with $123,000,000 for the largest casualty writer. 

Total expenses in the mutual casualty field declined 
in 1941 and 1942 as premium volume rose sharply duc 
to increased workmen's compensation business derived 
from bulging war payrolls but jumped two points in 
1943 and continued to rise through 1946. The expense 
ratio declined more than a point in 1947 but rose frac 
tionally in 1948. As two-thirds of the casualty mutuals 
wrote less than $5,000,000 in annual premiums and 
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age commissions drop and 
home office salaries decline relatively. 

The reason for the small number of mutual fire com- 
panies in our group is that we tried to make it represent- 
ative and excluded such special groups as the Associated 
Factory Mutuals, the Mill Mutuals and companies oper- 
ating on the assessment plan. Only one company in- 
cluded in the group transacts less than $1,000,000 pre- 
miums annually. Nevertheless, there is considerable var- 
iation as commissions vary from minus 8% to 27%, field 
supervision and inspections from less than 1% to 12% 
and salaries from 2% to 17°¢, making an over-all vari- 
ation in total underwriting expenses between 19° and 
53%. Over-all expenses in the mutual fire field increased 
fractionally despite the rising volume of business under- 
written. 


Loss Ratio Spread 


Although there is not nearly so large a spread be 
tween stock and mutual company expenses in the fire 
insurance field as there is between such companies in 
the casualty field, there exists a very different situation 
as regards losses. The mutual casualty loss ratio is 
about two points higher than the average loss ratio 
for stock casualty companies, while the mutual fire 
loss ratio is many points below the average loss ratio 
of the stock fire companies. The relatively larger vol- 
ume of workmen's compensation business increases the 
average mutual casualty loss ratio. The stock casualty 
companies are also enjoving very low loss ratios on 
fidelity and surety business which the casualty mutuals 
do not generally write. : 
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A Penny’s Worth of Paper 


PROTECTS 


a Million Dollar Cargo! 


It isn’t the paper—it’s the strength behind 
the policy that counts. 


That’s why it’s so important to have your 
clients’ ocean cargoes insured through the 
Marine Office of America, one of the largest 
and strongest groups of its kind in the country. 


The Marine Office of America is composed 
of the outstanding insurance companies listed 
below. Their strength and dependability, 
which have never been questioned, stand 
behind every Marine Office Policy. 


Consult the Marine Office of America on 
all ocean cargo problems. 


These are the sound, dependable 
companies which comprise the 
MARINE OFFICE OF AMERICA: 

* THE AMERICAN INSURANCE COMPANY 
* AMERICAN EAGLE FIRE INSURANCE COMPANY 
* THE CONTINENTAL INSURANCE COMPANY 
* FIDELITY-PHENIX FIRE INSURANCE COMPANY 
* FIREMEN’S INSURANCE COMPANY 
* GLENS FALLS INSURANCE COMPANY 
* THE HANOVER FIRE INSURANCE COMPANY 


MARINE OFFICE or AMERICA 


HOME OFFICE: 116 JOHN STREET, NEW YORK 7, NEW YORK 


EFICE 
ote “te, WESTERN DEPARTMENT SOUTHERN DEPARTMENT PACIFIC DEPARTMENT NORTHWESTERN DEPARTMENT 
, Insurance Exchange Building Canal Building e 140 Sansome Street e Colman Building 
= he Chicago 4, Illinois New Orleans 12, Louisiana San Francisco 4, California Seattle 4, Washington 
eR we” SERVICE OFFICES: Baltimore * Boston + Cleveland * Detroit * Houston * Jacksonville * Los Angeles 


Louisville * Philadelphia Pittsburgh Portland Richmond St. Lovis * Stockton * Syracuse 


ALL CLASSES OF OCEAN AND INLAND MARINE INSURANCE 
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HERE is one application of 
property records that has pre- 
vailed and been used for more 
than fifty vears, and which did not 
need the Impetus ot war economy 
That is the use of such records 1 
connection with insurance problems 
Let us examine a typical fire in 
surance policy. On the first page, 
the following will be noted : 


“Tn consideration of the provisions 
and stipulations herein and added 
hereto and of S. premium, this 
company— does insure-—to the ex- 
tent of te actual cash value of the 
property at the time of loss, but 
not exceeding the amount which it 
would cost to repair or replace the 
property with materials of like 
kind and quality 


Note that here there is a definite 
relationship established as the first 
item in the msurance policy between 
the insurance premium and the ac 
tual cash value of the property at the 
time of the loss. In other words, in 
order for an insurance contract to be 
Written intelligently to protect the in- 
sured he should have a knowledge 
of the actual cash value of the prop 
erty Wig insured, 


Notice of Loss 
On the reverse side of the ordi 
nary policy form, in lines 90 to 122, 
ire those provisions applying to “Re- 
quirements In Case Loss Occurs.” 


“The insured shall give immediate 
written notice to this company of 
any loss and -furnish a complete 
Inventory of the destroved, dam 
aged and undamaged property 
showing in detail quantities, costs, 
actual cash value and amount of 
loss) claimed and aif required 
verified plans and specifications of 


anv buildings, tixtures or ma 


chinery destroved or damaged.” 

These are standard provisions in 
the msurance policy contract. They 
cannot be treated lightly imasmuch 
as the contract clearly records that 
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W. Y. ARMSTRONG, 
Assistant Vice President, 
The American Appraisal Company 


in consideration of such provisions, 
among others, the insurance com- 
pany will comply with its portion 
of the contract. 

Keep in mind that the insurance 
policy is a legal contract, calling for 
payment of indenmity in case of fire, 
provided the property owner com 
plies with his portion of the con- 
tract. The insurance company as one 
of the parties to this contract knows 
thoroughly what its obligations are 
under the terms of the contract. 
Overzealous agents are frequently 
guilty of vague and evasive ex- 
planations of these contractual ob- 
ligations but the insurance companies 
know clearly what these obligations 
are. Make no mistake about that 
premise. [tis their business to recog 
nize these obligations when the 
policy becomes effective. 


The Insured’s Obligations 


On the other hand, the property 
owner the second party to the con- 
tract——-1s ordinarily grossly weak 
his understanding of iis obligations 
in this contract, and is woefully ill 
prepared to meet his obligations 
This is a sad but true commentary 
on a common form of business con 
tract. Let us examine more speci- 
tically the property owner's responsi 
bility 

First of all it is his responsibility 
to place the insurance with a know! 
edge of the value of the entire prop- 
erty to be insured to aveid under or 
over-insurance with corresponding 
lack of coverage or excess premiums 
This ts the Tesyn msibility of the prop 
erty owner, and he should be ready 
to face it 

Now let us examine the responsi- 
bilities of the property owner in con 
nection with a fire loss. Let me re- 
call the terms of the insurance con 
tract which provide that in the event 
ot such loss the property owner 
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shall “furnish a complete inventory 
of the destroved, damaged or undam 
aged property showing in detail 
quantities, costs, actual cash value 
and amount of loss claimed—-and if 
required verified plans specifi 
cations of any buildings, fixtures or 
machinery destroved or damaged.” 

Don't belittle this provision. There 
is no way outside of pure guess 
work that a loss can be determined 
without such detailed data. The tire 
loss experience files are full of in 
stances which property owners 
were not ready to comply with these 
terms and have had to rely on purely 
arbitrary settlements by adjustors 
It is the function of adjustors to en 
amine any and all data submitted, 
and if the data in connection with the 
damaged property are lacking, the 
only alternative left is an arbitrary 
settlement with a consequent un 
certain satisfaction 

The only alternative is to build up 
an inventory after the fire based 
upon memory and what evidence is 
available in the ruins of the fire 
The preparation and) processing of 
such omake-shift) inventory in 
volves more time and costs by several 
times than would be necessary to 
prepare the inventory before the tire 
and maintain it in line with the 
property. You cannot appreciate the 
futility of such a procedure until 
vou have lived through one 


Most Losses Partial 


It should be clearly recognized 
that the preponderance of tires are 
of a partial nature requiring the in 
formation on quantity, identification, 
and value of property units in cer 
tain areas of a plant. This means that 
any property record that is to be 
used for insurance purposes must 
show the location of such property 
units by specific plant locations. 

Plans and specifications of build 
ings should be maintained in. tire 
proof vaults so that an inventory of 
any portion of any building can be 
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ONSIDERING: the Mt 
Paul's 1049 model home, we 


said to ourselves, “This house 


is ot the size Thicest folks own, We 
wonder if they fully realize what 
their property is) worth today.” 


Upon looking at our maps and peer 
ing into our files, we decided that 
they did not. The for 
which most dwellings are insured 

not only in St. Paul, but all over 


amounts 


the country distinctly shout that 
fact. So, we went to work 

We surrounded ourselves with 
cost indices, a good big pad of 


scratch paper, half a dozen pencils 
and a telephone. Also, we dug out 
our hiking shoes, for the gathering 
of the model house costs required 
calls upon contractors and sub-con 
tractors 

Our aim was, and is, two-pronged 
We want our assureds to be fully 
protected in event of catastrophe or 
partial loss; We are interested, or 
course, in That the 
former is the desire of our assureds, 
and both the goal of our agents, we 


new business 


have no doubt That these ends 
have not been accomplished, we are 
convinced, 1s the result of the lack 


of a convenient source of definite 
t vidence. 

Well, after hours of 
adding, multiplying and dividing, 
we came up with a very interesting 
set of figures. The result was more 
surprising than we thought it would 
he. These figures are more vehement 
than we ever thought of being when 
Thev show 


discussion, 


approaching the subject 
the the 
used in model house, and 


materials 
the 


cost) ot various 


the 


1949 


For November, 


cost of the various types of labor 
employed. Using the years 1935 
1939 as a base of 100.* we found 


the cost of a small house had more 
than doubled during the nine inter 
vening vears. As the figures included 
here show, the increase of the cost of 
most of the materials used and labor 
emploved hovers between 35° and 
Certain items such as lumber, 
building laborers, and helpers and 
laborers raise the index of the total 


Os. 


cost more than the additional 50°, 
used in) greater 
other 


Lumber, which is 
quantity. any 
shows a rise to 335.0.* 


one item 

The accompanying figures show 
the cost of the model 
pared to the 1939 calculations 


house 
fr 


MATERIALS 


Cement and sandstone 
Lumber 
Paint and paint materials 
Plumbing and heating 
Other construction materials: 
electric wiring 
hardware 
millwork 
shades 
glass 


LABOR 


Helpers and laborers 
Bricklayers 

Carpenters 

Cement finishers 

Electricians 

Lathers 

Painters (including plasterers) 
Plumbers and gas fitters 
Steam fitters 

Building laborers 


Total—materials and labor 


Phe hyures have 


been cast those s¢ Use d 


in their computations 
The 1949 model house 
construction, a rambler tyy 
full basement, and 
two bedrooms, living room, kitchen 


six room houses, 
room is exceptionally large and pro 


vides dining space upon oceasion 


il 
4 
5 ever, are not included: the lot, f 
A nancing, and a few small items for 
3 which no satisfactory breakdown 
could be obtained. 
| 
: at th 
Phe 1949 model house carried 
insurance to value. \re our as 
1948 1939 
$ 511.55 $ 357.97 
3,940.00 1,176.11 
91.65 47.47 
1,617.00 866.56 
$ 7,261.87 $3,041.68 
$ 118.80 $ 61.64 
30.87 18.65 
1,094.54 664.56 
800.00 496.58 
170.48 108.03 
309.38 200.37 
200.00 126.42 
135.00 87.49 
329.72 164.20 
167.22 108.30 
$ 3,356.01 $2,036.24 
$10,617.88 $5,077.92 
25 


IMPARTIAL VALUATIONS 
of 
INDUSTRIAL and COMMERCIAL 
PROPERTY 


Thirty-nine years of factual appraisal service to 
America’s more conservative business institutions. 


District offices in principal cities. 


The |loyd-Thomas Co. 


AUTHORITIES Om PuYsiCcar varues 


4411-15 RAVENSWOOD CHICAGO 


FIRE - AUTO - MARINE - CASUALTY - FIDELITY - SURETY - AVIATION 


Standard of Detroit Group 
of 


Insurance Companies 


Standard Accident Insurance Co., Detroit 
Planet Insurance Company, Detroit 
Pilot Insurance Company, Toronto 


* 


Home Office 
640 Temple Ave., Detroit 32, Michigan 
STANDARD SERVICE SATISFIES ........ SINCE 1884 


Worth More—Continued 


sureds as fortunate? Are their 
homes as well protected? As we 
have said, our records, on the whole, 
indicate “No.” 


At the Time of Sale 


At time of sale, it is a simple 
matter to convince the new home 
owner to provide full coverage. If 
he has paid cash for his home, the 
transference of fourteen to fifteen 
thousand dollars has made a deep 
impression. If the purchase is being 
financed by a mortgage, he must 
protect himseli—and the mortgagee. 

Human nature tending towards 
complacency, being resistant to 
change, the man who bought his 
home ten, fifteen, twenty-five vears 
ago 1s inclined to neglect its in 
creased valuc Contact with above 
figures should prod him to action 
They will, we know, astound him— 
for we have tried them on several 
of our colleagues. We hope, at least, 
that they will prove a startling re- 
minder—that the insurance which 
he now carries may not pay for more 
than a new roof 

* Sources: Survey of Current Business 
1947 supplement; Engineering News 


Record, March 17, 1949; Construction 
and construction materials—1915-1948, 
Department of Commerce, Bureau of 


Foreign and Domestic Commerce: Sta- 
tistical abstract of U. S. 1948, Depart- 
ment of Commerce, Bureau of the Census ; 
Building construction--1921-1946, 
Department of Labor 


Re 
Letter 


NEW LAW FIRM FORMED 


N a merger effective October 1, 
i. r Warren Sawver and Shaw, 
Delaney & Pomeroy formed a new 
partnership to become the firm. of 
Sawyer, Delaney, Shaw & Pom- 
eroy. Temporarily the new partner- 
ship will retain two locations, namely 
79 John Street and 347 Madison 
Avenue, in New York City, and will 
engage in general practice with in- 
surance as its specialty 

Mr. Sawver is secretary and coun 
sel for the National \ssociation of 
Insurance Brokers, Inc., as well as 
counsel and administrative director 
for the National Association of Casu- 
altv and Surety Agents 
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THE STATUS OUR INDUSTRY 


WALLACE FALVEY, President, 
Massachusetts Bonding and 
Insurance Company 


NSURANCE shares investment- 

Wise at the moment are not as 

popular as | would like to see 
them. We maintain a very unique 
position in management, as we vol- 
untarily ignore the profits of our own 
business in dealing with our stock- 
holders, in disregarding the earnings 
realized from the underwriting of our 
insurance risks. Our dividends by 
and large are related solely to the 
income we derive from our invest- 
ments, as the profit from our busi 
ness proper, that is, our underwrit- 
ing profit, is maintained to finance 
the future growth of the companies 
and to build up a backlog of greater 
equity for our shareholders and 
larger surpluses for our policyhold 
ers’ protection Yields, therefore, 
from insurance shares are ordinarily 
lower than returns from investment 
trusts or from industry 

I am wondering if the time has 
not arrived when successfully op 
erated should 
greater share of their income from 
interest, dividends, and rents to the 
owners of the companies. | would be 
the last 
away from conservatism in our divi- 


companies give a 


one to advocate a swerve 
dend-paving policies, but evidence ts 
at hand indicating that some of our 
owners are becoming restless for a 
greater share in the income we re 
ceive from our investment portfolios. 


A Substantial Stake 


The best pas ing stocks still tend to 
sell at the highest levels, and natu- 
rally the more money we have avail- 
able and actually use for dividends 
the wider will be the number of in- 
vestors attracted to our 
Ownership of insurance stocks has 
been particularly strong among fidu 


business. 


ciaries, such as universities, religious 
and charitable institutions, and foun- 
dations of all kinds. These fiduci- 
aries have a very substantial stake 
in our business, and we are happy 
about it. But they, like everyone else, 
have been pressed for income in 
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order to meet their higher costs, and 
they are hopeful that insurance will 
be able to increase dividends as in- 
dustry has done during good years. 
This consideration is another one 
for the regulatory authorities to con- 
sider in their rate-approving delib- 
erations so that we will not run into 


an era of impatience and demands 
from without. We also would like to 
see a wider distribution of our shares 
in the hands of more people to offset 
the present apathy of public and 
charitable institutions toward insur- 
ance equities. 

I have been talking recently with 
the managers of several large trusts 
and foundations and I have 
talked with trust officers of several 
of our leading banks concerning the 
future of insurance stocks as prime 
investments. Certain things have 
been told to me which led me to be- 
lieve the stocks of some of our most 
highly respected tire and casualty 
companies might lose favor as the 
prime investments they have been 
for many years. In trying to find a 


also 


reason for this | was driven to the 
unpleasant that it is 
caused by the over-conservative pol- 


conclusion 


icy of management with respect to 
the payment of dividends. 


The Forgotten Men 


Coming from New England, and 
particularly from Boston, which is 
the Hub of New England, and the 
very seat of conservatism, backed 
up by a long and excellent record of 
financial enterprise, this is a broad 
statement for me to make. | 
great veneration for the word “con 
servatism’’—it is a tradition that is 
dinned into the cars of every New 
Englander from childhood. How 
ever, | must admit that there have 
been times in the last year or two 
when I| have felt some of us in the 
insurance business mav have been in 
the process of making a hackneyed 
word out of “conservatism” and | 
have an unavoidable impression that 


have 


“conservatism” frequently has been 
used as a cloak to conceal an un 
willingness to pay out a fair share ot 
our profits to the owners of our busi 
The head of a large insurance 
association recently termed 
holders as “the forgotten men.’ 


ness 
share 


I realize quite well that someone 
may at my own company, since 
we are paying dividends equivalent 
to about two-thirds of our investment 
income, but it seems to me the de 
termination of the amount of divi 
dends to be paid should be predi 
cated primarily on two considera 
tions:—(1) the amount that can be 
distributed after providing adequate 
capital funds for the protection ot 
policyholders, and (2) the amount 
of investment 
dividends. 


income available for 


The first obligation to policyhold 
ers obviously must be fulfilled. We 
have taken up the “slack of capacity” 
during the past two years as a re 
sult of the abnormal growth of our 
business. For the time being it seems 


Continued on the next page) 
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Our Industry—Continued 


that the rate of growth has leveled 
off but we certainly have reason to 
believe our business will continue to 
grow. Such growth may mean we 
shall come upon another period when 
numerous companies in our industry 
may find it necessary to increase cap- 
ital funds, through the sale of addi- 
tional stock. Such sales, in turn, 


must be based upon a continuing 
good market and popularity for in- 


We must 


surance common stocks. 
prepare for this contingency. 

Now what is our competition at 
the moment? As I view it, it comes 


from another regulated industry. 
And that industry is the public utility 
industry. It is now possible to buy 
shares of strong public utility com- 
panies yielding from six to seven 
per cent and the marketability, as a 
rule, of public utilities’ shares is far 
better than that of insurance com 
panies’ equities. It is my belief in- 


FIRST MONUMENT TO 
AN INSECT! 


Erected by the citizens of Enterprise, Alabama, De- 
cember 11, 1919, “In profound appreciation of the Boll 
Weevil and what it has done as the herald of prosperity.” 


The deadly destruction of the Weevil caused cotton 
farmers to diversify their crops. As a result they tripled 
their income over what they had previously received 


in the best cotton years! 


Ir you are looking for new coverages and 


greener fields, think first of the Saint Paul 
Companies. Members, American Foreign 


Insurance Association offering world-wide 


insurance facilities. 


ST. PAUL FIRE and MARINE INSURANCE COMPANY 
MERCURY INSURANCE COMPANY 
ST. PAUL-MERCURY INDEMNITY COMPANY 


First chartered almost a century ago 
EASTERN DEPT. 
75 Maiden Lane 
New York 7, N. Y. 


HOME 


OFFICE 
111 W. Fifth St. 
St. Paul 2, Minn. 


PACIFIC DEPT. 
Mills Building 
San Francisco 4 


surance stocks cannot continue for 
long on their present low-yield basis 
and still attract the type of venture 
capital we will need perhaps all too 
soon. 

The second topic I would like to 
touch upon has to do with the extent 
to which our Federal and state gov 
ernments have come into the insur 
ance business, and to draw attention 
to the question of whether or not we 
in the fire and casualty business 
have become sufficiently alert. Let 
us look at the picture. 


Government Programs 


First, as to the number of govern 
ment programs. There are 
Federal insurance agencies now in 
operation. There are twelve 
kinds of state insurance programs ; 
every state has at least one in opera 
tion at the present time; and most 
states have several, to a total of 
about one hundred and seventy-five 
in the forty-eight states. 

Second, as to trend. Of the 
twelve Federal programs, nine have 
been established since 1932, and ot 
the hundred 
state programs, more than one hun 


twelve 


also 


one and seventy-five 
dred have appeared since 1932, and 
five of them in the past five vears 
Third, as to the amount of busi 
ness. It 1s impossible to state this 
precisely because of incomplete re 
porting. So far as Federal insurance 
is concerned, some programs have 
been financed by government appro 
priation, others partly by employe 
contributions with the 
making up the difference when con 
tributions are insufficient to pay 
Methods ot 
operation vary widely, as do meth 
ods of reporting 
tion, however, enormous 
sums of money Annual 
prennum or other income of the Fed 
eral programs apparently amounts to 
more than four billion dollars, and 
total assets of the various Federal 
funds amount forty Inlhen 
dollars. Total assets of some of the 
state funds on which information ts 
available amount to some two billion 
dollars 
The 
Federal 


government 


losses and expenses. 
There is no ques 
but that 


are involved. 


two over 


1047 
life msurance 
alone—United States 
Life and National 
show forty billion dollars of insur 


statements of the two 
programs 
(aovernment 


Service [tte 
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ance in force and some eight billion in 
total ledger assets. The Old Age and 
Survivors Insurance program shows 
total receipts of $1,900,000,000 for 
the fiseal vear ending June 30, 1949, 
and total assets of over eleven billion 
dollars \ssets of sixtv-six of the 
eighty state retirement funds total a 
Inllion and a half dollars. 

The most important consideration, 
however, is the function of the vari- 
ous Federal and state insurance pro- 
lhe Federal programs have 
thiree overall functions : 


1. ‘To protect) government em- 

plovees and other groups not 
coming within. state jurisdic- 
tion. 
Po provide special protection 
int Lime 
lo provide greater security to 
special population groups 


ot war, 


Under the first group are Federal 
Workmen's Compensation Insurance 
and Civil Retirement and 
Disability. Insurance, established in 
1916 and 1920 respectively. Under 
group are the two life 
insurance programs, established in 
1917 and 1940 for veterans of the 
first and second world wars. Under 
group three are eight other Federal 
programs, all of them established 
hetween 1933 and 1939 and serving 


Service 


the second 


a wide variety of purposes, ranging 
from insurance on bank deposits and 
loans to providing old 
plovment and disabilitv: bene fits, and 


unem- 


insuring selected groups against loss 


due to drought, hail, et 


Function of State Programs 


he state insurance programs also 


have three overall functions: 


1. ‘To insure states against loss of 
property by fire, ete., 
funds by 


publi 


and against loss of 
burglary, embezzlement, etc. 
To provide retirement and 
other benefits to state em- 
ployees, teachers, judges, high- 
wal employees, ete. 


3. To serve the public directly. 

Under the first group are public 
public official 
deposit 


property insurance, 
bonding funds public 
guaranty funds. 

Group two includes teachers’ and 
state emplovees’ retirement funds 
and other programs providing re- 
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take precautions. 


owners can 
his practica 


CLEVELAND, 
313 Bulkley Bldg. 


PHILADELPHIA, 
436 Walnut Street 


But every day thousands of people, policyholders and pro- 
spective clients take chances with fire unknowingly. Since 
i are not even aware of the dangers they face, they cannot 


Pearl American believes the agent in his daily contact with 
erform an outstanding public service by using 
knowledge of fire prevention to reduce the 
burning rate of our country’s property. 


@ PEARL ASSURANCE COMPANY, LTD. 
@ EUREKA SECURITY FIRE & MARINE 


INSURANCE CO. 
@ MONARCH FIRE INSURANCE COMPANY 


HOME OFFICE, 19 RECTOR STREET, NEW YORK 6, N. Y. 


SAN FRANCISCO, 
369 Pine Street 


NEW YORK, 
26 Cliff St. 


BUSINESS 
of Fire 


Fighting blazing 
infernos like this 
one is the business 
of the fireman. Al- 
though such dan- 
gers are a regular 
part of his life, his 
casualty rate is sur- 
prisingly low. The 
is he caleu- 
ates his risks and 
takes precautions. 


CINCINNATI, 
1423-24 Carew Tower 


CHICAGO, 
175 W. Jackson Bivd 


tirement benefits to special groups of 
state employees. 

Under group three are hail insur 
ance, life insurance, bank guaranty 
funds, workmen’s compensation and 
second injury and security funds 
All of these provide insurance al 
ready available from private insur- 
ance sources, 

The two Federal programs in 
group one—-federal workmen's com- 
pensation and the civil service retire- 
ment and disability—-have remained 
fairly stable over the past twenty- 


five or thirty years since their in- 
ception, except for liberalization 
from time to time. Those in group 
two were developed to meet special 
wartime needs. In addition to the 
two life insurance programs now in 
operation, a property insurance pro- 
gram, administered by the War 
Damage Corporation, was abolished 
in December, 1947, and a war ship- 
ping insurance program, adminis- 
tered by the War Shipping Admin- 
istration, was abolished in 1946. The 
(Continued on page 80) 
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To 9,500 

F&D representatives, 
these are signals for 
more bonding business 
—because they mean 
real teamwork 
between agent, 

field specialist, 

and home office. 


Here’s what they stand for: 


49 —the number of F&D field offices spotted throughout the country, 
each staffed with practical men whose sole assignment is to help agents 


and brokers build business. 


59 —the number of years during which F&D has specialized in fidelity 


and surety bonds: over half a century of constant growth to the point 


where, today, F&D handles a larger gross volume of fidelity 


and surety business than any other company in the entire industry. 


0 —the number of obligations which F&D has failed to settle 
promptly and fully, good times or bad... 


FIDELITY AND SURETY BONDS 
BURGLARY, AND OTHER NEEDED 
FORMS OF INSURANCE 


Fipevity ano Deposit company 
Baltimore Maryland 


AFFILIATE: AMERICAN BONDING COMPANY OF BALTIMORE 
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OMMIERCIAL. and indus- 
trial lines usually represent 
larger imsurance 
than is the case with personal lines. 
They are also, generally speaking, 
more complex and it is necessary 
that the agency handling them be 
well posted regarding the insurance 
available for such types of insureds. 

We have always proceeded on the 
prenuse that to develop this type of 
business it is first necessary to have 
a capable organization statfed with 
experienced personnel. | believe that 
this is a fundamental. 
the complex nature of the business, 
we feel that our office should be de 
partmentalized thus providing for 
specialists in each line of insurance. 
We, therefore, have a casualty de- 
partment, a fire department, a ma- 
rine department and a life and acci- 
dent department. Unfortunately, 
while insurance most 
valuable in preparing personnel for 
jobs in any insurance office, never- 
theless it has been our experience 
that to develop first class key em- 
ployees, those employees must have 
spent vears in the 
handling details until they have be- 
come entirely familiar with the many, 
with which they 


premiums 


Because of 


courses are 


some business 


many problems 


must contend. 


Employee Loyalty 


Due to the fact that our plan of 
organization 1s to staff each depart- 
ment with experienced help and the 
employees must serve comparatively 
long apprenticeships, it follows that 
in employing persons with the poten 
tial to eventually qualify, it is of 
paramount importance that they be 
properly remunerated and reason- 
ably well treated so that when they 
have reached a point of real value, 
they will be loyal employees, satis- 
fied to use the knowledge gained in 
our behalf and not to the advantage 
of our competitors, 

Obviously, if during their training 
period, they become disgruntled be- 
cause of insufficient monetary reward 
or because they are not treated in a 
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COMMERCIAL 
and 


INDUSTRIAL LINES 


M. F. McCAFFREY, 
Detroit, Michigan 


fair and reasonable fashion, they will 
never develop in a manner which will 
best suit our purposes. It, therefore, 
follows that the must do 
everything possible to keep its em 
plovees well satisfied with their jobs. 
The money and time invested in this 
direction is one of the im- 
portant investments we make. .\fter 
all, we are selling personnel and that 


agency 


most 


being part of our product, it is im- 
portant that it be a good ingredient. 
The principals in our agency have, 
since we have been organized, given 
a great deal of thought and time to 
this phase of the business and I 
believe in all honesty we have been 
amply repaid. 

As a result our people are as en- 
thusiastic the the 
agency when new comes 
into the office 
many compliments from our clients 
regarding the attitude of our staff. 
We have secured a number of new 
accounts through the efforts of em 


owners of 
business 
and we have received 


plovees who do not have as a part 
of their duties the responsibility for 
developing business and on a number 
of occasions they have presented sug 
gestions to the management which 
have been of great assistance. 


Departmental Cooperation 


When an office operates on a de 
partmental basis, it is necessary to 
have complete cooperation and un 
derstanding between the several de 
partments or disunity may result and 
the client may come to the conclusion 
that he is dealing with several dif 
ferent organizations 

As an example, if someone con 
nected with the fire department, 
while working with one of our fire 
insurance customers or prospects is 
confronted with a casualty question, 
he is usually equipped to answer the 
inquiry that may be directed to him 
However, at the first opp. tunity he 
introduces from the 
ualty department and from that time 
on that portion of the line is handled 
by an experienced casualty man who 
in turn wall introduce, let us say, a 
man trained in the marine depart 
ment if marine problems develop 

Probably due to the fact that we 
have never handled our business on 


someone cas 


any other basis, we have experienced 
no difficulty in dividing the work 
along these lines and | am convinced 
that while it may be inconvenient at 
times for one of our clients to do 
business with more than one mdi 
vidual, it is nevertheless to his ad 
vantage as his problems receive more 
experienced handling. There are, of 
course, arguments to the contrary 
but our experience justifies this con 
clusion 
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Industrial Lines—Continued 


We are convinced that a capable 
engineering service is a prime neces- 
sity and, therefore, have engaged ex- 
perienced engineers who are attached 
to the interested departments. Like- 
wise, personnel capable of making 
rate analyses and surveys are at- 
tached to each department and the 
results of each department's efforts 
along these lines are combined and 
submitted to the customer or pros- 
pect when work of this nature is 
undertaken. Thus the report re- 
ceived by the insured has continuity 
and the individual who delivers it is 


Established 1885 


The 
CENTURY 


INSURANCE COMPANY 


FIRE INSURANCE COMPANY 


fully conversant with its contents as 
he has reviewed it with the several 
departments during preparation. 

I will not elaborate on the prepara- 
tion of surveys, accident and fire 
prevention engineering and _ rate 
analyses although we do not in any 
way discount the absolute necessity 
for these services. They are among 
our best sales tools but these sub- 
jects have been so well covered that 
| am sure it is not necessary for me 
to dwell upon them. 

Ours is a paperwork business—a 
clerical business, if you will. Our 
customers are waiting for policies, 
endorsements, letters of confirma- 


Established 1890 


tion, reports on claims, billings, and 
so forth. These matters must be 
handled promptly and efficiently and 
irrespective of the capabilities of the 
staff, if the business system which 
they must pursue is not efficient, the 
results will be unsatistactory. 

For example, sometime ago we 
found that our billing procedure re 
sulted in a bottleneck. Consequently, 
we made a study of that phase of the 
business and as a result set up a 
separate billing department. All bills 
are uniform irrespective of line and 
instructions to the billing clerks are 
passed on by the interested depart 
ment in a uniform manner. This we 
felt had an advantage over a system 
which would provide that each de 
partment would prepare their own 
invoices. 

As a result of this study we found 
that it was possible for the billing 
department to automatically com 
plete some of the work generally 
done by an accounting or bookkeep 
ing department. For some years now 
the billing department has not only 
prepared the invoices and credit 
memoranda but has completed the 
following operations : 


(1) an expiration record; (2) a 
permanent insurance record; (3) 
an accounts receivable ; (4) an ac 

counts payable and (5) premium 
register entry. 


These operations are accomplished 
through forms which we designed 
and the bookkeeping portion of the 
job is made possible due to our use 
of loose leaf accounts receivable and 
accounts payable ledgers. 

There are, of course, many other 
ways that the mechanics followed in 
the office can improve the output of 
the staff, such as the use of form 
letters, proper ri uting of work, ete., 
and the example I have just cited is, 
I believe, a good indication of what 
can be accomplished. 


Relationships with Companies 


Given the proper organization it 
is important that you have the proper 
source of supply, namely, that you 
represent insurance companies which 
are interested in the development of 
commercial and industrial lines and 
who are willing to cooperate in solv 
ing the problem generally faced by 
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y an “elegant barge” rowed by twelve 
white-garbed sea captains, George Wash- 
ington was ceremoniously conveyed from 
New Jersey to New York City for his in 
auguration as first President. The chairman 
of the Congressional Committee accom- 
panving him was Flias Boudinot who, be- 
tore embarking, had entertained Washing- 
ton and other distinguished guests at 
luncheon at his home in Elizabethtown, 
New Jersey 

The first owner of the house where Wash- 
ington was entertained—and quite possibly 
its huilder—was Samuel Woodruff, wealthy 
merchant and trustee of Princeton College, 
who lived there in the years previous to his 
death in 1768 

In 1772 Boxwood Hall, as the house was 
thereafter known, was bought by Elias 
Soudinot, the fourth of his name in this 
country. As a lawyer, statesman, patriot, 
scholar and philanthropist, Boudinot was 
one of the most remarkable men of the 
Revolutionary period. As Commissary-Gen- 
eral of Prisoners, he labored to secure 
humane treatment tor British captives and 
devoted much time and effort to relieving 
the sufferings of American prisoners of war. 
When Congressional funds were lacking 
Joudinot advanced nearly $30,000 of his 
though he realized that the 
possibility of repayment was dubious. 

During the Revolution the British Com- 
missioner, Lord Robertson, was so ill-ad- 
vised as to approach Boudinot with the 
hint that the choice of a dukedom or 10,000 
pounds a year was available to the man 
who would undertake to settle “the un 
happy dispute.” Later, trying force instead 
of bribery, the British ransacked Boudinot’s 
home in search of the “great rebel,” but 


own money 


fortunately he was attending the Conti- 
nental Congress in which he served three 


successive terms. In 1782 he was chosen 


“His life was an exhthuion of fervent puty, 
of useful talent, and of extensive benes lence. 


Period furnishings are being acquired t 
replace shown ovtemalls om exhibit 


President of the United States in 
Congress Assembled, the highest 
civil office of the pre-Constitution 
government, in which capacity he 
signed the treaty of peace with 

Great Britain. 
Among Boudinot’s many philanthropic 
activities was the education of the Indians, 


asa result of which a young Cherokee asked 
and was granted permission to adopt his 
name. In his will were many generous be 
quests including $200 to buy spectacles tor 
the poor 

Boudinot left Boxwood Hall after his 
appointment as Superintendent of the U.S. 
Mint at Philadelphia. The next owner was 
Jonathan Dayton, youngest signer of the 
Constitution, for whom the City of Dayton, 
Ohio was named 

After serving as a school for young 
ladies, a boarding house and a home for 


aged women, the house was acquired by 
the State of New Jersey. It is now main- 
tained by the State Bureau of Historic Sites, 
still bearing the name of its most illustri- 
ous owner. 


The Home, 


brokers, 1s 


through its agents and 


Imerica s leading insurance 


protector of homes and the 


homes of American industry. 


THE HOME 
surance Company 


Home Office: 59 Maiden Lane, New York 8,N.Y. 
FIRE AUTOMOBILE MARINE 


The Home Indemnity Company, an affiliate, 
writes Casualty Insurance, Fidelity & Surety Bonds 


Coovright 1949, The Home Insurance Company 
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STOCK AGENTS CONSIDER 


COURT TEST 


LMER W. SAWYER, counsel 

and administrative director of 
the National Association of Casualty 
& Surety Agents, at a recent meeting 
of that body in| White Sulphur 
Springs, urged the authorization ot 
a study for the possibility of institut- 
ing a court suit to test the constitu 
tionality of the various State counter- 
signature laws. 


NEW ENGLAND SPRINKLER 
RATES 


HE New England Fire Insur- 

ance Rating Association has 
filed revised sprinkler leakage rates 
etfective October 10. The new rates 
represent a reduction of 10° for 
single-occupancy and 20% — for 
multiple-occupancy risks. The mini- 
mum premium has been increased 
from $2 to $5 to conform with the 
minimum fire premium. 


“This is one of the few problems my 


KANSAS CITY field man cannot help me solve!” 


problems arise. 


through experience . . 
through enthusiasm. 


Your Kansas City field man may not be able to help 
carve your Thanksgiving turkey*, but you'll 
find him able and eager to serve you when insurance 


The Kansas City’s officers, directors, department 
heads and field representatives fully appreciate your 
importance in our future development. Our agency- 
minded outlook gives you the things you value 

. . « fastest-possible service in issuing policies, 
prompt loss payment, speedy attention to your 
requests and ready availability of our officers 

for discussions of your special problems. 


Go forward with The Kansas City . . . knowing 


growing 


*He'd be willing 
to try, if he 
were there! 


INSURANCE COMPANY 
KANSAS CITY, MISSOURI 


TEXAS HAIL AND 
WIND RATES 


N ANNOUNCING lower rates 

on hail and windstorm policies, 
written after October 7 in all counties 
except the two tiers closest to the 
Gulf, the Texas Board of Insurance 
Commissioners credited the im 
proved experience to the use of the 
$100 deductible clause and estimated 
that the reduction rates 
would save policyholders some two 
million dollars annually. Three days 
after the rate reduction announce- 
ment the Travis County District 
Court ruled that the mandatory $100 
deductible on windstorm ex- 
tended coverage effect since 
1946) was illegal, holding that the 
Legislature rather than the Board 
of Commissioners must give specific 
authority for such a ruling. 


NORTH CAROLINA 
O. L. & T. RATES 


N OVER-ALI. reduction of 

certain owners’, land 
lords’ and tenants’ lability insurance 
rates, applicable to all new and re 
newal policies written on and after 
October 3, 1949, was approved by 
Waldo C. Cheek, Insurance Commis 
sioner of North Carolina. This re 
duction was requested by the Mutual 
Casualty Insurance Rating Bureau 
for its member and subscriber com 
panies and compares with the 7.9% 
reduction on July 11, 1949 requested 
by the National Bureau of Casualty 
Underwriters 


N. Y. DISABILITY RULES 
ATTACKED 


HE regulations under which the 

New York non-occupational 
temporary disability benefits law is 
to be administered were attacked last 
month by a spokesman of The In 
ternational Ladies Garment Workers 
Union as not meeting the “broad 
social needs of workers.” Testify- 
ing at a public hearing of the State 
Workmen's Compensation Board 
which will administer the law, Mor 
ris R. Glushien, general counsel of 
the union, characterized the law as 
an “ill-conceived statute.” 
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EVALUATING AN INSURANCE PROGRAM 


Hl. function of 
management is fundamentally 
the control of risk 
trol of risk requires, first, an anal 
ysis of all property and operations of 
a business to determine exposure, 
second, selection of methods to re- 
duce or eliminate exposure, and 
third, the purchase and procurement 
of insurance contracts to indemnify 
for loss sustained. These three steps 
are component parts of a whole and 
are equally important. 
Since the 


Insurance 


The con 


which 
threaten loss to an industry are in- 
cident to its physical properties and 
methods of operation, it follows that 
we must analyze first, the exposure 
of loss or destruction of property, 
and second, the injury or death of 


exposures 


persons. 


Exposure of Property 


The exposure of property to loss 
is both inherent and external. It 
would be humanly impossible to de- 
termine all the sources of exposure, 
but a partial list is as follows: 
1. Fire, including smoke damage; 
2. Explosion; 3. Riot and civil com- 
motion: 4. Strike; 5. Vandalism and 
malicious mischiet ; 6. The elements, 
meaning (a) lightning, (b) wind- 
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EUGENE DOUGHERTY, 
Insurance Manager, 
Anheuser-Busch, Inc. 


storm, (c) flood and water damage, 
(d) earthquake, (e) volcanic action ; 
7 \ircratt ; x. Self-propelled and 
other vehicles; 9. Collision; 10 
War; 11. Governmental authority ; 
12. Maritime; 13. Breakdown; 14. 
Robbery and burglary; 15. Mys- 
terious disappearance ; 16. Wrongful 
conversion ; 17. Transportation; 18 
Liability imposed by law; 19. Nat- 


ural deterioration and decay ; 20. Fi 
nancial. Not all properties of course 
are subjected to the same exposures 
and even where the exposures are 
common they will vary in degree, 
depending upon the nature of the 
property and its location. A compre- 
hensive survey should be made to 
determine the exposures affecting the 
particular enterprise 

A similar survey and 
should be made of the exposure of 
persons to injury or death arising 
from the existence and operation of 
the enterprise These exposures, too, 
will vary in form and degree, de 
pending upon the nature of the prop- 
erty and the method of operation 
They are created, insofar as liability 
is concerned, by legal concepts which 
determine the rights of property and 
the rights of individuals 


analysis 


Loss Prevention 


The second function of insurance 
management is the reduction or elim 
ination of (nce having 
thoroughly investigated the expos 
ures to which a business enterprise 
may be subjected, the next step is to 


determine by what methods or meas 
ures they can be minimized or elim 
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GET YOUR SHARE of INCOME 


From Insurance of 
Foreign Risks: 


Especially 
AMERICAN OVERSEAS 
TRADE, PROPERTY 


TRAVEL AND LIABILITY 


MANY OF YOUR CLIENTS need 
foreign insurance coverage. 
You can obtain complete 
American insurance protection 
for them. 


FIRE 

© MARINE 

AUTOMOBILE 
CASUALTY 
eLiFE 


GET ACQUAINTED with our 
WORLDWIDE FACILITIES 


30th Anniversary as 


SPECIALISTS in the FOREIGN FIELD 


AMERICAN INTERNATIONAL 


UNDERWRITERS 


111 John Street 
New York 7, 


317 Barr Bidg. 
Washington 6, D. C. 


564 Stuart Bidg. 
Seattle 1, Wash. 


206 Sansome Street 
San Francisco 4, Col. 
208 So. LoSolle St. 
Chicago 4, Iinois 


612 So. Flower St. 
Los Angeles 14, Cal. 


Offices and Representatives Abroad 
To Service Your Clients 
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inated. Business executives on the 
wholé are inclined to the belief that 
casualties and losses are inevitable, 
a natural phenomena of business, 
notwithstanding the fact that this 
conclusion has been proven. er- 
roneous by the experience of many 
industrial concerns which have 
adopted and profited by a compre- 
hensive safety and loss prevention 
program. It must be recognized that 
no business enterprise is altogether 
free from risk. A knowledge, how- 
ever, of the origin, nature and be- 
havior of the risk, coupled with a 
knowledge of the methods used by 
other industries to control a par- 
ticular risk, help suggest an effective 
remedy. 

\fter having thoroughly investi- 
gated and analyzed exposures and 
determined the method of controlling 
those exposures, the next step in the 
function of insurance management is 
the preparation and procurement of 
indemnity contracts to provide finan- 
cial security for losses sustained in 
the business enterprise. 


What to Insure 


In the final analysis it may be 
said that the decision as to what 
hazards are to be insured will depend 
in every case upon the financial con- 
dition of the individual business en- 
terprise. If the investigation of haz- 
ards has been accurate and complete, 
it is not too difficult to ascertain and 
evaluate the extent of the probable 
loss. The problem presented is one 
of delineation, of determining what 
character of loss and how much of 
a loss, translated into terms of dol- 
lars, can be absorbed by the industry 
without impairing its resources. 
Where indemnity is available the 
question as to what risks should be 
insured commercially and what risks 
should be self-insured is resolved in 
the determination as to which is the 
most economical—which costs the 
less money, all factors being equal. 

After having selected those risks 
which are to be commercially in- 
sured, the next step is the procure- 
ment of the desired coverage. This 
requires a knowledge of insurance 
markets and the ability to analyze 
the provisions and wording of the 
policies to make sure that the desired 
coverage is actually obtained. Up 
until recent years there was no ap- 


-instances 


parent standardization of insurance 
contracts, either in phraseology or 
form, except in those extremely few 
where there were con 
trolling statutes. This statutory limi 
tation was confined almost exclu 
sively to life, fire and workmen's 
compensation contracts. In most 
other lines of insurance, however, 
there existed a diversification of 
form and coverage which required 
painstaking analysis to differentiate 
coverage granted. This situation 
conduced to confusion and in some 
cases an overlapping of coverage. 

Where overlapping was found to 
exist, the alert buver of insurance 
made it a point to place his insurance 
with the same carrier in order to 
avoid the prospect of being the un 
fortunate witness and victim of a 
dispute between two insurance com 
panies as to which one was liable 
In recent years there has been a 
tendency towards the development 
of comprehensive forms of cover 
which has solved the dilemma of 
conflicting coverage and served to 
eliminate many of the individual pol 
icy forms. Buyers as a whole are 
desirous of having broad and more 
simplified policy forms, but there are 
certain segments of the insurance in 
dustry that are opposed to advance 
ment in this direction. Regardless 
of the question of form, if the policy 
does not provide the coverage de 
sired, it can and should be endorsed 
to take care of the risk which is 
sought to be insured. Most insur- 
ance companies are amenable to ex- 
tending their policies to meet the 
assured’s specifications, providing 
the specifications are not unreason 
able. This is particularly true in the 
case of franchise, excess or catas 
trophe covers, where the insurance is 
written on a deductible or retention 
basis. 


The Cost 


Every buyer of insurance ts 
naturally interested in procuring his 
insurance coverage at the best price 
obtainable. Management is keenly 
conscious of all costs, and particu 
larly of insurance costs, for the dol- 
lars paid out in insurance premiums 
have no tangible asset to offset them 
on the balance sheet. This interest 
in the insurance is more 
deeply aroused when the loss experi 
ence on the risk happens to be un- 
usually favorable. In these instances 
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amount paid in claims is magnified 


out of all proportion. There is an INS U RANC E. CA L EN DA RK 
involuntary reaction, followed by an 


impulse to seek “cheaper” insurance. 


Costs, however, have a way of 
secking their own level under nor- 
mal conditions, and every insurance 
buyer must ultimately accept the fact 
that the cost of his insurance will 
be the amount paid in claims, plus 
the cost of claim adjustment, ac- 
quisition and overhead expense of 
the insurance companies. In view 


of the fact that a gvod many insur- | 
“| 
=| 


ance companies have in the past few 
years failed to indicate a profit on 
their balance sheet, I have purposely %) Op November 28,1895, :his country re for a special tvpe of insurance to protect car 
omitted that item as an element of began to get the automobile bug when it saw its | owners and «perators. Companies in Fire As 
cost. It is only where rating pro- first he —_ $ carriage race s the bug **too ciation Group, responsive always to the public's 
» id’, development of automobiles moved or need, wrote this important class as we 

cedures do not properly reflect this 

lalance between premiums and 
claims that insurance buyers feel 1949 — NOVEMBER hath 30 days. 
justified in attempting to reduce in- {) 
surance costs. This imbalance may 
be caused by a rating formula that 
does not accurately measure the haz- 
ard involved or does not give suffi- 
cient consideration to class risks. 


pace creating the fullness of tir >» need ind marine insurance 


“*The only way to hare a friend 


is to be one 


1—Tu.— All Saint's Dav 
2—W.—1899, North and South Dakota admitted to Union 
3—Th.—1794, William Cullen Bryant, poct and editor, born 
4—-Fr.— 1879, Will Rogers, famous Amcrican humorist, born 
5—Sa.- +» Full Moon, 5:09 P.M., E.S.T. 
~ 1639, First Post Office established. 
|| 6—Su.—1854, John Phillip Sousa, the “March King’’, born. 
If the disparity between the cost | 7—M.—1918, False Armistice Day in U.S 
of insurance and the loss experience ¥ | 8—Tu.—1864, Abraham Lincoln re-clected President. 
on a given risk is too pronounced, 9 —W .— 1872, Great Fire of Boston— 776 buildings destroved, $75,000,000 damage: 
| 10-Th —1775. U.S. Marine Corps authorized by Congress 


that risk will either look to a more 
favorable market 12—Sa. — 1948, Tojo, cx-Premict of Japan, sentenced to death by Intcrnational Military 
requirements, or failing that, will Tribunal. 

seriously consider and weigh the po- 13—Sv.— Last Quarter, 10:47 A.M., E.S.T. 

tentials of an expanding self-insur- 1835, Texas proclaimed independence from Mexico 

3uvers feel that there 14—M. 1942, Eddic Rickenbacker found alive at sca. 

ance program. Duyers tee! that there 4! 1806, Pike's Peak discovered, Zcbelon Pike. 

must be a flexibility in both coverage || 16—W. — 1864, Sherman commenced march through Georgia. 

and price, more adequately designed {|| 17—Th.— Don’t risk shrunken coverage! Check your property insurance today! 

to meet the requirements of the in- %| 18—Fr.—1943, RAF. launched air blitz on Berlin 

19—Sa.— 1863, Lincoln delivered famous Gettysburg Address 

ae : i 20—Su.—@* New Moon, 2:29 A.M., E. S.T. 

velopments in the past two years, =" 1943, U.S. Troops landed on Makin and Tarawa. 

they are beginning to inquire, as the | 21—M.—Check the adequacy of your insurance coverage regularly with your broker. 


dividual risk. In view of the de- 


23—W.— 1804. Franklin Pictce, 14th U.S. President, born. 
24—Th.—THANKSGIVING DAY 
| 25—Fr.—1846, Carric Nation (Amclia Moore), reformer, born 
rhey are beginning to wonder if the {| 26—Sa.— Your Fire Insurance Agent or Broker is your Specialist. Heed him! 
flexibility in coverage and price, so {|| 27—Se,— 5) First Quarter, 5:01 A. M., E.S.T. 
1927, Bear Mountain Bridge, ‘New York, completed. 
28 —M.-— 1895, First U.S. auto race. 


not any real and conscious competi- 
tion exists in the insurance business. 


much desired, has not been sacrificed 
on the bed 29—Tu.— 1929, First air flight over South Pole, Commander Richard E. Byrd. 
lation. They are beginning to think 30—W .— 1835. Semecl Clemeas (Mark Twain), bora, 

that perhaps too much emphasis has 
been placed on the anti-discrimina- OBSERVATION for November: It's nwt site to assume yo idequate 
tory section of state statutes and + have 
insufficient consideration given to — ANCE 


those provisions which stipulate that Fire-Auto-Morine 


NCE 
aviation | 


rates must be fair and reasonable. §| 

Perhaps the answer to these doubts FIRE ASSOCIATION GROUP 

and misgivings can be found in a {| 

more conscientious attempt on the Fire Association of Philadelphia (Zam Lumbermen's Insurance Company 
The Reliance Insurance Company Philadelphia National Insurance Company 


part of the insurance industry and 
PHILADELPHIA PENNSYLVANIA 


state supervisory officials to recog- 
nize the individuality of risks. 


government did in 1944, whether or 22—Tu.—1906, $.0.S. radio danger signal adopted. 
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AUTO RATE DEVELOPMENTS 


Massachusetts 
HARLES F. J. HARRING- 


PON, Insurance Commissioner 
of Massachusetts, ina tentative rate 
announcement stated that next year’s 
compulsory automobile insurance 
rates will be reduced from 2% to 
37, but there will be no age and 
youth classification plan as advo 
cated by the companies. The Insur- 
ance Department estimates that ap 
proval of the proposed rates will 
result in an over-all reduction in 
compulsory premiums of approxi- 
mately $600,000. 


New Hampshire 


The National Bureau of Casualty 
Underwriters has promulgated pre 
nium discount rules for automobile 
liability insurance in New Hamp 


shire when the standard premiums 
are in excess of $1,000 per annum 
The rules were applicable to all such 
policies written or effective on or 
after Qctober 15, 1949. The New 


to that currently in effect in New 
York. Under it premium discounts 
are applicable only to the automobile 
liability premium, but the premium 
for other third party liability insur- 
ance may be taken imto account in 
determining the premium discount 
percentage applicable to the New 
Hampshire automobile liability 
standard premium. 


Illinois and Indiana 


lower automobile rates have been 
approved by the insurance depart- 
ments of Illinois and Indiana. The 
new Illinois rates, effective October 
1, provide for a reduction of 15% 
in comprehensive fire and theft rates 
and 10° in collision rates for the 
downstate areas. In Chicago col- 
lision rates were decreased 547. The 
lower collision rates apply only to 
cars in the A-1 and A-2 classitica- 
tions which limit car use to drivers 
over 25. The Indiana rates became 
effective September 19 and represent 
an average estimated saving of 10°e. 


Hampshire program is very similar 


North Carolina 


Following a public hearing, ap- 
proval has been given in North 
Carolina to revised rates on automo- 
bile fire, theft and comprehensive 
which will result in a considerable 
over-all reduction to policyholders. 
A rather complicated reclassification 
and revision in collision rates will 
result in an estimated net saving of 
more than one-half million dollars 
to polievholders 


INSTALLMENT PLANS OUT 
IN LA. 


FFECTIVE October 15th ap 

proval of all installment premium 
payment plans and annual renewal 
endorsement plans has been with 
drawn by the fire msurance division 
of the Louisiana Insurance Rating 
Commission. Fire rates have been 
adjusted by a 7‘ overall reduction 
which is estimated to mean an an- 
nual saving to policyholders of $1, 
185,000. The new rates became ef 
fective November 1. 
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N adjusting, as in underwriting, 
as in a good game of contract 
bridge, it isn’t wise to have any 

rules with the word 

“never” or “always.” The real ex- 

pert has his rules to guide him, but 

knows when to make the exception. 
The first thing the insured 1s 
supposed to do when he has a loss 


beginning 


is to give the company notice, in 
writting. That very seldom 
complied with, and companies are 
not disposed to insist upon it, but 
there is a time when these technical 
im- 


rule is 


details are important. It is 
portant that the company get notice 
of loss promptly and the date and 
brief particulars, other companies, 
ete. 

When an adjuster receives an as- 
signment of loss from an agent, he 
should confirm or acknowledge it to 


the company. 


Selecting an Adjuster 
When it the 


of an adjuster, | would say the point 
to be considered is qualification for 
there are 


comes to selection 


the particular case; if 
technical considerations, there is no 
point in using an adjuster who has 
to hire an expert if you can get one 
who is an expert on the particular 
type of loss to be adjusted. 

The human element must be con- 


sidered of course. The kind of per- 


son the insured is and the kind of 
loss are important and last, but I 
think, sometimes, perhaps, what is 
often the governing factor, the avail 
When you 


ability of the adjuster. 
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THOUGHTS ON ADJUSTMENTS 


S. M. ELLIOTT, 


Canadian Manager, 


Phoenix of Hartford Group 
have to get someone on a_ loss 
quickly, location of an adjuster, 


sometimes governs an assignment 
when perhaps, it shouldn't. 


Special Talents 

This is an age of specialization, 
and | believe that is desirable in 
loss adjustments. There are so many 
kinds of losses that call for entirely 
different considerations. You hear 
a good deal about agency qualifica- 
tions, and it isn’t always recognized 
that a man doesn’t need the same 
qualifications to ring door bells 
and sell a householder his simple 
requirements as to sell Consolidated 
Mining & Smelting Company. The 
same is true with adjustments. 

The point with all adjustments 
is to know the contract and observe 
it. There is a difference between 
a fire policy and some of our inland 
marine contracts; their conditions 
are ditferent as to the sue and labour 
clause and question of abandonment 
One: who is adjusting losses should 
be familiar with these conditions. 


Uninsured Losses 


There should be an early recog- 
nition of situations where the loss 
is not insured, or the case is border- 
line. We don’t try to find a reason 
for saving “No” to a_ legitimate 
claim, but when a loss is reported 


and there is obviously no coverage 
it is so much easier to “No” 
the first day than a month later; 
the psychological effect is so much 
better. If there is a lot of palaver 
and going and comings, the insured 
gets the that has 
discovered a “technicality,” 
perhaps, he never did have a claim 

Every assistance should be given 
to persons with legitimate claims 
to make clear to them both thei 
rights and their obligations, includ 
ing the obligation to prove the loss 

but when it is clear the 
not one covered by the imsurance, 
delay in dealing with it may only 
result in deterioration to a position 
is made to re 


say 


idea somebody 


when 


loss 1s 


where a settlement 
lieve embarrassment rather than be- 
cause of any right. 


Liability of Third Parties 


The company has the right to 
information on evidence of detinite 
facts as to third parties who may 
be responsible, including tenant, 
neighbour, etc. fire 
is usually insurance of the 
of his interest, no 


policy 
named insured 
body else. The company has right 
of recovery against third parties. | 
doubt whether there is sufficient ex 
ercise of that right in recent time, 
and | am not speaking solely in the 
interests of insurance companies. In 
the public interest, if the 
quences of neglect were 

home to people who are negligent 


conse 


brought 


more frequently, it might have some 


(Continued on the next page) 
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Adjustments—Continued 


(small) effect on the fire waste of 
the country. 

I would suggest that adjusters 
give sufficient details so that the 
company can decide which are 
worthwhile cases to proceed against 
third parties. If the fire or loss is 
due to defective installation, don't 
just say it was that. If it is an oil 
burner, give the name, make, date 
installed, who installed it. It doesn't 


FIRE INSURANCE 


CORPORATION 


JOHN A. HEINZE, President 


FIRE & ALLIED LINES 


90 JOHN STREET 
NEW YORK 7, NEW YORK 


take any more words to say it was 
a so and so oil butner than to say 
it was an “approved” oil burner; 
there should be in all adjustment 
reports a certain amount of valuable 
underwriting information. 


Establishment of Loss 


There is the question of whether 
“the adjuster should establish the 
loss or invite the insured to submit 
a claim for checking and agreement, 
or otherwise, by the adjuster.” 


Frankly, in the great mass of re- 
ports we get in, we often don’t know 
which procedure has been followed. 
We realize that varied cases require 
varied treatment, but | would as- 
sume that, in the majority of cases, 
the insured should be asked first 
to say what he thinks his loss is. 
It is true that some insured might 
cheat himself; we don't want 
that to happen. Some other insured 
might start out with an exaggerated 
figure, and then the adjuster has 
the task of telling the man he is 
wrong and of proving it to him. So 
it is something on which | doubt a 
rigid rule is advisable, but it is a 
very important point. I happened to 
have a loss in my own house from 
an oil-burning jacket heater. (‘The 
oil burner was supposedly “‘ap- 
proved”). Naturally, being in the 
tire insurance business | took a bit of 
kidding from my neighbours and 
friends. (One came up behind me 
a couple of days later and said: “| 
thought I heard you talking to your- 
self. Were you adjusting your 
loss 

But, when something happens like 
that, everybody tell his 
own experiences, and two or three 
of my neighbours told of personal 
experiences they had had, or people 
close to them had had, with 
ance adjustments, and I am going 
to tell of three of them. | think 
in each of the three cases it was 
said that the adjuster had come on 


Wants to 


nsur- 


the scene with pencil and paper and 
made measurements and 
the damage, and did some figuring 
and told the insured—“Now your 
loss is so and so, and that is that,” 
and in each of the three cases, the 
insured, according to the story told 
me, was flabbergasted, because the 
amount was so much more than they 
would have thought of claiming. 


inspected 


What Should They Do? 
the people 


what to do in circum 
such as that. Should they 
the amount offered, 
or told them so positively, “that is 
your loss.” Should they sav, “No, 
that it is too much?” The reaction 
of one was, “Well, if that is the 
Way Insurance companies do busi 
ness, perhaps I had better take this, 
the next time the fellow 


Each of said they 
wondered 
stances 
accept being 


because 
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who is so positive might be on the 
other side; he might be telling me 
the loss is less than it is, and I am 
not going to argue about it.” 
Coverage under a fire policy, di- 
rect loss of cash value, is the differ- 
ence between what the insured had 
he has after the fire. It 
is not, like a plate glass policy, a 
contract to repair or replace. It is 
the difference between the undam- 
The words 
refer 


and what 


aged and damaged value 
of the Statutory Conditions 
ring to arbitration proceedings, if 
there is no agreement are, “If any 
difference arises as to the value of 
prop- 


the amount of loss, 


the property insured, of the 
d, or 
such value and amount and the pro 
portion thereof to be paid by the 
shall . . . be submitted 
lime and 


Save 


COMPANY 
to arbitration.” 
read that the loss has been adjusted, 
or at least the damage appraised, 
and the question of whole value 
taken up afterwards, and difficulty 
encountered. 


again we 


Better Approach 


It does that a better ap- 
proach is “what was the value to 
start with, and how much did the 
fire destre Vv 2” That. of course, 1s of 
special importance when you have 
a co-insurance clause. Our whole 
purpose is to arrive at a fair esti- 
mate of the loss and equitable ad 
justment under the contract, but the 
word “value” has the same meaning 


seem 


any place it appears in the contract ; 
it means the same thing as to lia- 
bility of the company, and the value 
to be applied in the application of 
co-insurance, and the same yard- 
stick should be used for both pur- 
poses. 

Some adjusters don’t seem to have 
any trouble with this question, but 


... TIMED TO Perfection 


Up-to-the-minute coverages. Timed-to-pertection, tested pro- 
duction helps. To keep our agents “timely” we constantly and 
carefully measure markets and cheek opportunities for insur- 
ance sales through fundamental research. You're out in front 


when vou represent the Boston or the Old Colony. 


BOSTON INSURANCE COMPANY 


OLD COLONY INSURANCE COMPANY 


BOSTON, MAssACHESETTS 


EIGHTY SEVEN KILBY STREET 


there does seem to be some terri- 
torial variation in the treatment of 
“value” for co-insurance and “value” 
for appraisal of loss. 

I was told of a building loss in 
Vancouver. There was a_ replace- 
ment value of $10,000; alleged de- 
preciated value of $5,000; $4,000 
insurance (80°) of $5,000): cost of 
repairs and claim $4,000. Well, of 
course, to sustain a value of $5,000 
for purposes of co-insurance, and a 
loss of $4,000, it should be estab- 
lished that what the fire did not 
burn was only worth $1,000. 


For November, 1949 


The date and time of fire and the 
day of the week is often very im- 
portant. A company looks for com- 
plete information in the adjuster’s 
report. It is impractical for it to 
inspect every risk, if only because of 
cost. However, when there is a loss 
of any importance, the company is 
paying for an inspection as well as 
an adjustment. There is a reticence 
toward reporting factual data on the 
part of some adjusters for fear of 
offending or losing the good-will of 
the insured or agent. 


I find it difficult to understand 
why a conscientious agent would 
want any fact withheld from the 


company. If the investigation of a 
loss discloses anything that caused 
that loss and might easily cause an- 
other loss, | am quite sure that the 
agent, along with the company and 
insured, all want to correct it 
Whether the contract is subject to 
co-insurance or not and what is the 
value of the insured property is in- 
formation the company is entitled to, 


(Continued on page 74) 
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ECENT figures show that 
over a million quarter inch 
drills are sold in this country 

every vear. Did vou ever stop to 

consider the fact that not one man 
buying a quarter inch drill really 
wanted a drill what these buvers 
wanted were quarter inch holes. 

Isn't the safety situation somewhat 

the same? We don't want safety 

programs, we want to prevent ac- 
cidents. 


Common Factors 


It has long been recognized that 
executive management must endorse 
and participate in accident control 
endeavors. We are prone to. say 
“safety first.” We expect manage- 
ment to believe in safety first and 
wonder why executives fail to act 
accordingly. What does management 
want? They too, are interested in 
quarter inch holes and not quarter 
inch drills. Let's face this fact; 
management wants production, qual- 
itv and minimum operating costs. 
The extent of their interest in any 
detail of the operation will depend 
upon its effect upon improved pro 
duction, better quality and minimum 
costs. Their interest in the preven- 
tion of accidents may be prompted, 
even stimulated by humanitarian 1m 
pulses, but their steady and unrelent- 
ing pressure to prevent accidents, 
based upon an organized plan of ac- 
tion, is going to depend upon what 
etfect this action has on production, 
quality and cost 

Suppose we consider the factors 
that are common to every industrial 
organization regardless of whether 
they employ two men or twenty 
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A. A. HANSEN, 
Supervising Engineer, 
Hartford Accident and Indemnity Co. 


thousand, whether they hatch chick 
ens or manufacture automobiles. 

Every enterprise must have equtp 
ment. By equipment we mean build 
ings, building facilities, machines, 
tools, transportation equipment and 
other miscellaneous items of this 
type. It represents a direct invest 
ment on the part of the owner—an 
investment which will produce the 
greatest financial return only when 
proper consideration is given to its 
selection, arrangement, use and 
maintenance. 

They must have material, that is 
wood, steel, parts and the many other 
items that can be so classified. Ma- 
terial represents the raw goods that 
either go into the process or are used 
as a part of the process. It also 
represents a considerable investment 
on the part of the owner. Unlike 
equipment, however, this investment 
is in terms of inventory. The ex- 
tent to which it will produce a profit 
depends upon the consideration given 
to its selection, placing, handling and 
processing. 

Finally, they need people. Nothing 
happens without people. By people, 
we mean everyone within any given 
organization—the executives, super 
visors and workers. The people in 
an organization also represent an in 
vestment, as considerable time and 
money are spent in their employment 
and training. This expenditure will 
pay dividends only if proper con 
sideration is given to their selection, 
placing, training arid leading 


FIRE PROTECTION 


ENGINEERING ACCIDENT CONTROL 


When we tind the basic cause of 
any injury, there will always be one 
or more of the following involved : 
the selection, arrangement, use or 
maintenance of equipment ; the selec 
tion, placing, handling or processing 
of material and the selection, placing, 
training or leading of people. The 
injury itself becomes — significant 
Whenever an injury occurs, it indi 
cates the need for further attention 
to one or more of these twelve items 
It also indicates something else that 
is usually of even greater importance, 
that is, the existence of a condition, 
which is, has been and will continue 
to be responsible for many other 
operating interferences usually of far 
greater importance to management 
than the injury itself. 


Total Cost of Injuries 


Some authorities in the safety field 
state that the cost of an injury to 
the employer averages four times the 
cost of compensation and medical 
payments. But isn't this four to one 
ratio insignificant when compared to 
the cost of all the results of the con 
dition which is responsible for the in 
jury” This is the condition that con- 
tinues to result in such items as dam 
age to equipment, damage to ma 
terial and poor production. It is not 
possible to say that the cost to pro 
duction because of the existence of 
these inadequacies is two times, ten 
times or one hundred times the cost 
of the resulting injuries. The im- 
portant thing to remember is that the 
conditions responsible for injuries 
produce other very costly results, all 
of which interfere with good opera 
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tions. And, they keep on producing 
costly results day after day whether 
injuries are occurring or not. 


A Specific Prescription 


A ready made accident control 
program for industry is generally in- 
effective. A program will only be 
effective when it is designed to cor- 
rect the problems of a particular op- 
eration and tailored to fit the oper- 
ating methods of that concern. We 
can compare the problems of indus- 
try with the ills of an individual. It 
is not possible to prescribe a remedy 
that will take care of all our ills. Ef- 
fective medicine and treatment can 
only be prescribed after the doctor 
has carefully analyzed the source of 
the individual’s trouble. 

We can suggest a method which 
we have used very successfully. We 
can call this method of accident con- 
trol a plan for eliminating job 
hindrances. This plan will help con- 
trol all job hindrances, including ac- 
cidents. It is a four step procedure, 
first, get the facts; second, develop 
corrective proposals; third, sell the 
proposals and fourth, follow up. This 
program is based on common sense 
principles. We can guarantee that if 
such a program is properly used, the 
results will be far more effective than 
any cure-alls that have been sub- 
mitted to industry as a whole. 


Broader Approach 


The approach to accident control 
and the method of application I have 
outlined is not new to many of my 
readers. The only reason it is new 
to some is because the approach is 
broader and the methods more defi- 
nite and objective. We find ourselves 
far more welcome in industrial plants 
today than we were previously be- 
cause we have something that ap- 
peals to executive management and 
supervisors. Because: of our experi- 
ence, we highly recommend that 
more emphasis be placed on the cause 
of accidents with consideration to 
equipment, material and people. We 
have proved to our own satisfaction 
that this method of accident control 
makes the job easier, further reduces 
the number of industrial injuries and 
assists management in increasing 
production, improving quality and 
reducing costs. 
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What Do You Mean? 


HEN I was a boy I found 
great enjoyment in reading 
Lewis Carroll's two fan- 
tasies, “Alice’s Adventures in 
Wonderland” and “Through the 
Looking Glass.” It would be most 
intriguing, | thought, to live in a 
topsy-turvy world such as Carroll 
described—a world with Mad Hat- 
ters and Mock Turtles and Gry- 
phons; a world where Tweedledum 
and Tweedledee import 
ance, and a world with double talk 
called “Jabberwocky.” It is, per- 
haps, ironical that [ grew up to be 
associated with the business of in 
surance, because truly the world of 
insurance is filled with apparent in 
congruities, seems to make much of 
Tweedledum and Tweedledee and is 
noted for its “Jabberwocky.” 
It is entirely unnecessary for me 


assumed 


to recall what an enormous business 
it has become, or to relate how many 
billions of dollars are collected an 
nually in premiums. The really re- 
markable thing is how the business 
could have reached such proportions 
when those who have its develop- 
ment at heart seem determined, at 
times, to make the sale of insurance 
as difficult as possible. I know of no 
business which unwittingly places so 
many obstacles in its own path as 


does the business of insurance. 


An Intangible Value 


There are enough handicaps to 
begin with, because regardless of the 
value of its pr wluct, the only tangible 
thing insurance has to offer is a 
relatively unattractive piece of paper 
We have all had the experience of 
passing an automobile dealer's show 
room and looking at the sleek, shiny 
new cars wished so much that we 
might own one. This same desire to 
buy is created when we see a display 
of attractive clothes or jewelry or 
furniture— tangible things, the value 
of which is recognized and the mere 
sight of which creates a desire for 
ownership. 


For Nevember, 1949 


EUGENE F. GALLAGHER, 
Manager of Special Services, 
Standard of Detroit Group 


I have never seen anyone looking 
longingly in an insurance agent's 
window and wishing fervently that 
he might go in and buy a policy. In 
many cases the policy of insurance 
is purchased somewhat reluctantly, 
because the demands of our present 


civilization and our economy neces 
sitate protection. The prudent man, 
actuated by need and not desire, pays 
his good money for an 
policy, and actually gets his money's 
worth. If he has purchased wisely he 
gets mnplete protection and a whole 


Insurance 


lot more. He gets for his money not 
only the protection he sought, but the 
advantages of all the knowledge and 
research and assistance of the busi 
ness of insurance. 

He has, indeed, made a good pur 
chase, but the only tangible, immedi 
ate evidence he has of all of this ts an 
insurance policy. As such it has but 
little attraction. In fact, it would be 
difficult to have printed any docu 
ment which has less actual visual ap 
peal than the average insurance 


policy, Contrast it with a stock 


certificate or corporate bond. Per 
haps, though, its very unadorned 
simplicity is an asset. Many a person 
who bought beautifully embellished 
stock certificates in gold mines or oil 
wells, might look with suspicion upon 
which 


an imsurance policy was a 


thing of beauty 


Confusing Terminology 


The imsurance business has so long 
contused everybody by the selection 
of inept names for its coverages and 
to some extent by the use of archaic 
and incomprehensible language in 
the Like 
Humpty Dumpty in the book by 
Lewis Carroll, the business of in 
surance says, effect, “When [use 
a word it means just what | want 
it to mean—neither more nor less.” 
Whether words mean the same thing 
to the vast number of other people 


policies — themselves. 


to those who buy what the insur 
ance men seek to sell seems to be 
of but littl moment. 

have a dictionary in my office 
I don’t refer to it very often, because 
as long as one can dictate his letters, 
he can words which he can 
neither spell nor define. Anyway, I 
did refer to it the other day. | wanted 
to look up a couple of words which 
we use regularly, so | 
“inland” and I found that it meant 
“within the land 
the sea.” Then | looked up “marine” 
and | found that it 
pertaining to the sea or ocean.” 
Those are the definitions that Web 
the meanings that those 
words have for almost everybody 
but that doesn’t bother the imsurance 
business, it merely puts these two 
antithetic words together and comes 
up with the type of insurance that 
covers neon signs, band instruments, 


use 


looked up 
not bordering on 


meant “of or 


ster gives 


cemetery equipment, farm and ranch 
equipment, and a hundred other 
things including certain personal 
property. And in spite of all of this, 
an inland marine policy is not written 


sed on the ext pace 


49 


| 
? 
: 


What Do You Mean?—Continued 


to cover a small motor boat on an 
inland lake. Do you think the aver- 
age person knows what we are talk- 
ing about when we talk to him about 
inland marine policies ? 

I doubt it. I know the manager of 
the inland marine department of one 
of our large companies completed 
the vocational questionnaire required 
during the last war by the Govern- 
ment. No regular classified vocation 
provided on the form seemed to fit 
his particular forte, so he wrote 
across the questionnaire the fact that 
he was manager of the inland marine 
department. Believe it or not, his 
questionnaire was referred to the 
U. S. Navy which cortacted him 
further with reference to his possible 
service in some branch of that or- 
ganization. 

I don’t doubt that there are 
precedents steeped in antiquity which 


account for the incongruous name 
assigned to this important type of in- 
surance. But what a hardship this 
must be to those who produce ad- 
vertising copy, and how confusing 
it must be to the buyers of our 
product ! 


Extended Coverage 


Do you think “extended coverage 
endorsement” means anything to the 
average purchaser of insurance. | 
am sure it does not. If he tries to 
interpret the words at all, he is more 
than likely to arrive at an entirely 
erroneous meaning. Just recently an 
insured in Ohio was_ particularly 
grateful to his agent for selling him 
the extended coverage endorsement. 
He had a small fire loss on the con- 
tents of a summer cottage at Lake 
Erie, and when the policy on the 
contents of his permanent dwelling 
paid that loss under the 10% ex- 
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tension provision, he assumed, of 
course, that now he was reaping the 
benefit of the extended coverage en- 
dorsement he had paid for. Why an 
endorsement which simply covers ad- 
ditional perils is called an extended 
coverage endorsement is not readily 
apparent. 

If I buy accident and health in- 
surance | buy insurance against ac- 
cident, but I don’t buy insurance 
against health. I actually buy insur- 
ance against sickness, or maybe what 
I am buying is physical disability in- 
surance. That type of insurance con- 
stitutes a pretty important volume of 
business, and it does seem that it 
should have a name that is self- 
explanatory. 


Business Interruption 


When the business used to call 
prospective earnings insurance by the 
name of “use and occupancy,” it 
seemed that very few people knew 
what we were talking about. Many 
agents, even, did not seem to realize 
that U. & O., as it was called, was 
in reality insurance of the expected 
earnings of an industrial or com- 
mercial enterprise. Finally, because 
apparently so few people understood 
what was meant, it was decided to 
change the name—a major operation 
to be sure. But did we then decide 
to call it by the appealing and self- 
explanatory name of “prospective 
earnings insurance?” Not at all. It 
is now called “business interruption” 
insurance, and I suspect it still needs 
some explanation to make the mer- 
chant or manufacturer understand 
what we are talking about. 

I hope that sometime someone will 
decide that “personal property 
floater” as a name is not particularly 
comprehensible or captivating. As 
Willard Crotty points out, when per- 
sonal property floater is mentioned to 
the average potential customer who 
has not previously heard of it, he 
visualizes his shirts and socks being 
carried away by a flood or floating on 
the water. 


Convertible Collision 


We have a type of automobile in 
surance which is called “convertible 
collision.” Can you imagine what 
that means to the average individual ? 


ntinued on page 56) 
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LIABILITY TRENDS 


WO-PARTY insurance, such 

as fire or burglary, provides 

protection against 
perils, and, being so restricted, the 
underwriting approach is simplified. 
Life insurance has to deal only with 
the “wages of sin.” But liability in- 
surance has to deal with the wages 
of negligence! That's far more com- 
plicated for the underwriter and 
the agent. 

Variable economic conditions, de- 
velopments in industry, new inven- 
tions, changing laws—all materially 
affect liability underwriting. Lia- 
bility insurance never has been and 
never will be static. It must remain 
ever flexible, and be constantly in 
keeping with the needs of industry 
and man. 


specific 


The Good Old Days 


When life was far more simple, 
so was liability insurance. A bare 
sixty years ago it was not only possi- 
ble but practical to issue, for a mod- 
est premium, a policy to protect the 
insured against any liability claim. 
The first policies issued were per- 
haps the most comprehensive of all. 
Employers had few liability claims 
against them except from employees. 
Then public liability losses began to 
crystallize. Certain types of risks 
developed more and more “public” 
claims (that is, claims by persons 
other than employees). In order to 
measure these newer hazards, the 
public liability exposure was sep- 
arated from the liability to employ- 
ees. Thus public liability insurance 
began. 

Then certain insureds installed a 
new-fangled contraption known as an 
elevator. Here was a serious hazard 
which justified some additional pre- 
mium. How was that premium to be 
obtained? By increasing the rate 
for all insureds, or by charging an 
additional premium to those who 
operated elevators? It was decided 
that the elevator risk should be 
separated—and elevator liability 
came into being. And so it was with 
teams, and later with automobiles. 
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J. O. HONEYWELL, 
Assistant Secretary, 
New Amsterdam C Ity C 


With the advent of automobile in- 
surance, around the turn of the 
century, property damage became a 
factor. Lower premiums were avail- 
able if only bodily injury claims were 
insured against. This necessitated 
separating property damage from 
bodily injury. This was later fol- 
lowed in all the public liability lines. 

As public liability evolved, there 
was constantly a divide-and-rate pro- 
cess, resulting in protective liabilty 
for sublet work ; contractual liability, 
with all its ramifications ; and, as late 
as 1910, product liability. More re- 
cently, product liability was extended 
to include completed operations. 
Now we must think about the haz- 
ards of radioactivity. The manufac- 
turer who first adopts atomic energy 
to run his plant presents to the lia- 
bility underwriter something of the 
same basic problem as the insured 
who first installed an elevator. 


Measuring the Risk 


The measuring of liability hazards 
has always been a difficult problem. 
No rate can approach accuracy un- 
less it is developed on a basis that 
is a fitting yardstick to measure the 
risk involved. An insurance pre- 
mium, as you well know, is arrived 
at by applying a rate to some unit 
of exposure. This unit of exposure 
when multiplied by the rate should 
give a resulting premium that is in 
proportion to the quantity of hazard. 
Therefore, to get an accurate result, 
the basis of premium should be a 
reliable yardstick for measuring the 
quantity of risk. This quantity mea- 
sure for fire and burglary insurance 
is the amount of value. For work- 
men’s compensation insurance, it is 
payroll. In these cases the yardstick 
is a creditable one. 

3ut let’s look at public liability 
and see some of the anomalies that 
exist. Owners, landlords and tenants 
liability insurance on a store is based 


on area. That is not a true measure 
of the The number of 
people coming into the store governs 
that. But stores do not keep a record 
of the number of people coming on 


exposure, 


their premises. This basis of pre 
mium—this yardstick of exposure 

must be practical and easily arrived 
at. So often the underwriter must 
be content with some less accurate 
basis. Sorietimes the basis adopted 
for convenience actually works in 
inverse ratio. For example, there is 
product liability, where the premium 
on the dollar amount of 
sales; the higher the price of the 
product, the more premium collected 
Yet the hazards insured against op- 
erate in the opposite direction! 
Something like the landlubber who, 
going sailing for the first time, 
thought :— More breeze, more sail"! 


is based 


The Mileage Yardstick 


Students of our business have long 
recognized that in essence, mileage 
is the true yardstick to measure 
automobile public liability, if only 
there could be devised some practical 
means to determine the premium on 
such a basis. Receipts are used today 
by most companies as a premium 
basis for trucking risks, and this is 
a partial approach. The more mile- 
age a unit operates, the greater the 
earnings, and hence the more pre 
mium. At that, some truckers earn 
20¢ a mile for the carriage, and 
others 80¢. So even on a receipts 
the underwriter must make 
allowances for such variations and 
look at the ultimate premium the 
company is to receive for the miles 
operated. 

Some months ago I reviewed two 
actual cases which demonstrated the 
point that mileage was a common 
denominator for many of our auto- 
mobile rating problems, and a more 
important factor than any other 
I had the mileage figures on a large 
department store fleet in Boston, 
which showed the light delivery 
units averaged 7900 miles a year 


(Continued 


basis 
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The manual rate for such a unit was 
$131.00. On this fleet, therefore, 
the manual premium converted to 
a mileage basis was $16.50 per 1,000 
miles. 

1 also had before me figures to 
show that a long haul trucking line 
operating large tractor-semitrailer 
units from Boston into New York 
City averaged 74,000 miles per unit 
The manual specitied-car 
was S&&8&0.00 


per vear 


rate for such a unit 


This was a corresponding mileage 
premium of only $12.00 per 1000 


miles. Here were two commercial 
fleets as far apart in type of risk as 
two fleets could be, yet when the 
respective manual rates were con- 
verted to a mileage basis the indi- 
cated premium to be charged the 
long haul trucker than 
prescribed for a department. store 
delivery. What does all this prove ? 
Simply that mileage is the most im- 
portant factor in measuring an auto- 
mobile risk and should take prece- 
dence over either distance of trips, 
or type of risk. 

But an impractical approach to 
the problem of measuring a liability 


was less 
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risk often causes more trouble than 
an unscientific one. A revolutionary 
change in the premium basis means 
discarding accumulated experience, 
which, faulty as it may be from a 
relatively reflect 
useful overall resultant data. 


standpoint, does 


It is now fast becoming more and 
more important that public liability 
rating get on a basis that correctly 
measures the exposure. Anomalies 
which heretofore could be corrected 
by the underwriter through judg- 
ment or equity rating may now be 
balanced only by a_ fixed rating 
plan. To make this transition, with 
out doing too much violence to our 
business, the state rating authorities 
have sanctioned a public liability 
rating plan which at present, in 
many states, is auite flexible. But 
we most look to the time when the 
rating plans for public lability may 
be as inflexible as those we have for 
workmen's compensation. The only 
answer is to have our rating basis 
as analytically correct as possible 
This would dissipate many of the 
fears that today beset agents, as well 
as underwriters. 


Comprehensive Coverage 


Now let's look for a moment at 
what has been accomplished these 
last few vears to advance our public 
liability underwriting. If, to para 
phrase Barnum, you cannot insure 
all the hazards all of the time, you 
can at least insure all the hazards 
some of the time. That's the maxim 
that underlies comprehensive per- 
sonal insurance. Here 
concentration on a single objective ; 
the individual's personal lability, 
void of all business and professional 
hazards. This has permitted certain 
advances which could not be = se 
readily adopted for commercial risks 

It is much easier when you can 
contine the coverage to the insured’s 
residence and the personal activities 
of himself and his household. The 
variations in the extent of hazards 
between insureds are relatively 
small, not worth the cost of measur 
ing. The result is a very saleable 
package policy, with simple state 
ments of coverage and no need to 
separate bodily injury and property 
So the cycle has brought 


we have a 


damage. 


us back to the single limit policy, 
with the hazards incident to contrac 
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tual, protective and product liability 
not sufficiently important to divide- 
and-rate. 

So successful was this approach 
that an expansion of the idea was 
inevitable. “The farmers comprehen- 
sive personal was next, and then 
the storekeepers liability policy 
Both of these forms are built along 
the lines as comprehensive 
personal. But as you get into the 
insured’s business or commercial life, 
difficulties begin to appear and it 
is necessary to call upon the old basic 
principle of divide-and-rate. When 
the variations and hazards become 
great, their relativity must be mea 
sured, regardless of cost and incon 


same 


venience. This leads to classification 
and restriction and each such refine 
ment makes the application of the 
form a little less simplitied. The 
effectiveness of a simple package 
policy is reduced as the brakes are 
apphed. Farmers comprehensive 
personal liability has been moder- 
ately successful; storekeepers liabil- 
ity less so, 


Non-medical Malpractice 


There is another trend in’ our 
business that I should like to men 
tion. Let's call it, for want of a 
better term “Non-medical Malprac- 
tice.” This is an attempt to write 
insurance on the business or pro- 
For 
many years there has been written 


fessional errors in certain fields. 


malpractice coverage on physicians, 
surgeons, dentists and hospitals, in- 
suring against the errors of the 
medical folk. Such insurance, how- 
ever, has to deal primarily with 
bodily injury claims. This new kind 
of malpractice insurance is directed 
toward legal liability for a monetary 
loss of a client arising out of the 
business or professional activities 
of the insured. That is a far more 
difficult type of insurance to under- 
write. 

There is a tine line that must be 
drawn between what is a proper sub 
ject for insurance and what is an 
inherent business risk which should 
be borne by the insured himself. An 
underwriter should hardly be ex 
pected to know all about the other 
fellow’s business and thereby capable 
of judging the so-called business 
risk. Yet it is surprising how often 
such cases come up. 
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deserve the best in protection 


An analysis of 300 important church fires, in The 
National Fire Protection Association’s publication, 
“Churches Are Burning’, revealed that every other 
one resulted in total loss. Where complete loss infor- 
mation was available, the average church was 39% 
underinsured, 
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tire orchard, would do no harm to 
the trees. The hazards incident to 
such a test should not be passed on 


Only a few weeks ago I was asked 
to extend property damage coverage 
to include injury which might be 
inflicted through an experiment. of 
an insured’s product. This manufac- 
turer had developed an insecticide 
purporting to be effective against 
certain blights which afflict growing 
fruit. The product was considered 
by the insured’s chemists to be per- 
fectly safe, but first it had to be dem- 
onstrated that the chemical, when 
used in large quantities over an en- 


to an insurance company for a lia 
bility premium. If the product is 
successful, there is substantial 
business profit in the offing. This 
potential profit should absorb the 
risk of failure. 


This will illustrate what was fun 
damentally wrong in the writing of 


The 


mortgage guarantee bonds. 
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company received no realtors’ profits 
but had to stand the realtors’ loss if 
the project failed. 


Successful Applications 


There are certain non-medical 
malpractice lines which have been 
successfully written. Among these 
are accountants’ liability, advertisers’ 
liability, brokers’ lability, lawyers’ 
liability, the liability of radio stations 
for libel and slander, and the like. 


Such lines are not written by all 


casualty companies because the field 
is not sufficiently large to justify 
more than a few companies doing 
the necessary research and making 
the required experiment. The pio- 
neering company usually dominates 
the market and is left pretty much 
alone in the field, to work out the 
wrinkles and develop the necessary 
experience by trial and error. All 
new forms must be tested. The 
rates, of necessity, are based on the 
underwriter’s judgment and it re- 
quires considerable time to find out 
what's what. 


IS MENTAL 


Frequently the evidence which you 
must rely upon for the protection of 
your well-being, property and savings 
is a piece of paper—a signed agree- 
ment or contract. So, we say Securi- 
ty is evidential—it depends on evi- 
dence. 


Insurance is an agreement printed on 
a piece of paper, which is called a 
policy. A policy, properly executed, 
agrees to protect the insured within 
its conditions and limits upon 


| Security Is 


payment by him of the specified 
premium. 


No sounder agreement or evidence 
of an obligation is obtainable today 
than a policy of a strong, experienced 
Capital Stock insurance company. 
Behind it is a record of integrity and 
performance unsurpassed by any 
other industry in the public service. 
Insurance — Bulwark of Protection— 
ts unquestioned evidence of planned 
safelv. That is Security’ 
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One of the most interesting ex- 
periences I have had in this business 
has been in connection with the ex- 
periment which my company has 
made with lawyers’ protective lia- 
bility. It was lots of fun starting 
from scratch and building up a brand 
new policy form. First one and then 
another insuring clause would be de- 
signed, argued, discarded, redrafted, 
and tinally with some misgivings, 
“put aside to dry.” Then the exclu- 
sions. One after another would be 
added to hedge on this fear and that, 
until the policy covered practically 
nothing. Then the true underwrit- 
ing instinct came into its own. How 
was it possible to tell what was good, 
or what was bad? There was no 
previous experience to point the way. 
Why not go the “whole hog” and 
learn empirically? That is what we 
finally decided to do. 

After the new form is completed, 
the underwriter must decide on the 
rates and the yardstick to measure 
the risk. Then there must be devised 
the manual provisions, underwriting 
rules, limit tables, statistical plans, 
advertising literature, etc. And be- 
fore the policy can be finally 
launched, the rates and forms must 
be submitted to and approved by 
thirty or forty state insurance de- 
partments. You can see why the 
writing of a special coverage does 
not become universal overnight. 


Claim Experience 


The most interesting and enlight- 
ening part of the whole experience 
comes after the policy has been 
widely sold and the claims. start 
coming in. Will the form stand up? 
Does the policy properly define what 
was intended? Always there will be 
claims of a type that had not been 
contemplated. An underwriter can 
take a loss in his stride so long as it 
is one, the possibility of which was 
in his mind when he calculated the 
risk he intended to assume. But 
his face can get awfully red when 
the loss is from an angle he never 
thought of. 

The reader is perhaps thinking 
that an underwriter’s lot is not a 
happy one, and maybe you are right. 
But taking all in all, it is not too 
bad. We may not make much 
money, but we have a lot of fun. 
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QUESTIONS & ANSWERS 


PART V—Accounting and Finance—Continued 


QUESTION 6 


Sixteen years ago, a group of per- 
sons started a manufacturing com- 
pany by paying in five million dollars 
in cash for the capital stock of 50,000 
shares. For the first five years of op- 
eration the net earnings averaged &% 
per year on the original investment. 
During this period, the stockholders 
received no dividends. The next 10 
years the earnings averaged 10% per 
annum on the original investment 
and one-half the earnings were dis- 
tributed to the stockholders in cash. 
Last year (the 16th year) the com- 
pany earned 12% on the original in- 
vestment and one-half the earnings 

paid as dividends. The com- 
pany is now involved in a wage dis- 
pute. The union leader says that the 
company has excessive profits he- 
cause it earned 12% on its original 
investment and therefore can afford 
to pay higher ways. 

(a) As one of the original stock- 
holders, how would you refute the 
statement “the company has exces- 
sive profits because it earned 12% 
on its original investment’? Your 
anaswer should include the calcula- 
tion of the actual figures to support 
your argument. 

(b) Assume that one of the cur- 
rent stockholders purchased 10% 
of the outstanding capital stock in 
the open market at the end of the 
15th year of operation. Explain fully 
why the argument presented in your 
answer to part (a) of this question 
is or is not applicable to him. Show 
all necessary figures to support your 
contention. 


Answer 


(a) I would refute the statement 
on two grounds. First, that it was 
unfair to base the case on a return 
that applied to original investment 
only. 
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Most of the earnings had been 
retained in the business and should 
be considered as part of the invest- 
ment. This can be shown as follows: 


Original capital ....... 

Earnings retained first 5 
years (8° per year) ..$2,000,000 

-arnings retained next 10 

('% of 10% 


-$5,000,000 


years per 


$2,500,000 


Total invested at end 
of 15 vears ..... .$9,500,000 


The profit of $600,000 (12 on 
original capital of $5,000,000) in the 
16th year should be expressed in 
terms of the $9,500,000 investment, 
not the $5,000,000 original invest- 
ment. This would be nearer to a 6°% 
return, and not 12% 


DEAN'S NOTE 


This composite set of answers to the 
June 1948 Chartered Property Casualty 
Underwriter examinations given by the 
American Institute for Property and Lia- 
bility Underwriters, Inc., has been pre- 
pared from the papers of the examinees. 
Editing was necessary to assemble each 
composite answer and present it in con- 
densed form. However, the content in 
some cases is more complete than was 
required for a high grade and answers 
have been given to all the questions even 
though the candidate had a choice. 

It should also be mentioned that al- 
though these answers have been taken 
from meritorious papers, they are not 
necessarily perfect. Many of the ques- 
tions involved judgment on the part of 
the candidate and no hard and fast 
solution could be required. Credit was 
given for the reasonableness of the an- 
swer and the evidence of intelligent 
application of a candidate's knowledge. 

Candidates are cautioned not to rely 
on this set of questions and answers as 
a@ method of direct preparation for the 
C.P.C.U. examinations. They may be 
useful as a guide to the type of ques- 
tions asked and the content of answers 
desired by the Institute, but they cannot 
be a substitute for thorough study and 
mastery of the subject matter of the 
Institute's curriculum. 


Secondly, there is no evidence to 
show that 12% is an excessive profit 
nor that the company is in a position 
to increase wages. The nature and 
extent of the risk in this venture 
are not stated; 12° could be too 
low a rate. The fact that only one 
half of the 16th year earnings was 
paid as a dividend might be an in- 
dication that the balance of the earn- 
ings could not be disbursed because 
cash was required to meet capital 
needs. 

(b) The arguments set forth in 
the answer to part (a) of this ques 
tion are equally applicable to a stock 
holder who purchased stock at the 
end of the 15th year ol operation 
The price of the stock in the open 
market at that time should have re 
flected the value of its equity in the 
corporation. Equity is represented 
by net worth and net worth includes 
retained earnings as well as capital 
stock. Therefore, anyone purchasing 
stock at the end of the 15th year 
was acquiring shares which repre 
sented a pro rata ownership in a 
corporation that had a net worth ot 
$9,500,000. 


QUESTION 7 


“A” says that spiraling costs have 
made his household budget a mean 
ingless affair and therefore he is go 
ing to discontinue it 

(a) Do you believe “A's” decision 
is justified? Explain fully why or 
why not with reference to each of 
the normal purposes of a family 
budget. 

(b) If “A’s” statement related to 
the budget of a mercantile business 
would the decision and reasons in 
your answer to part (a) of this ques 
tion be equally applicable? Why’ 

(c) Explain 
budget” for a manufacturing bust 


how a “master 


Continued on the next page) 
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ness is prepared and indicate the 
specific matters of business policy 
that may be influenced by such a 
budget. 


Answer 


(a) | do not believe “A's” de- 
cision is justified. The normal pur 
poses of a family budget are to pro 
vide (1) a planned apportionment 
for expenditures so as to satisfy a 
maximum of the current wants, and 
(2) a program of savings to meet 
future demands and goals. leven 
though spiraling costs make it neces 
sarv to revise a budget, abandon 
ment would make a bad matter 
worse. Without a budget it would 
be impossible to know which items 
are causing the greatest difticulty 
and which items could be revised 
with the least harmful etfects. As 
a matter of fact the careful tinancial 
planning which a budget induces 1s 


more necessary when the financial 
strain increases, than in other pe 
riods. Therefore “A” should retain 
lus budget and give it enough atten 
tion to make it a meaningful affair 

(b) The decision and reasons in 
the answer to part (a) of this ques 
tion are also applicable to a mer 
cantile business. Financial planning 
and the apportionment of expendi 
tures are essential to the intelligent 
and efficient) management of any 
Merely because the scale 
of affairs is larger for a business 


business 


than a family does not relieve it of 
the Necessity for estimating 
and outgo. Budgeting is recognized 
as a sound method of controlling ex 
penditures and providing a check on 
performance. This does not mean 
that a budget must remain intlex 
ible, because revisions may be neces 
sary as the situation changes, espe 
cially if it is found that an increase 
in expenditures means increase 
in revenues 


Is the Insurance Agency 


“BRAND-NAMES” 
IN A LOCAL AGENCY 


Should the Insurance 
“Store” Advertise 
Its Brand-Names? 


Because a ‘‘brand-name”’ is bet- 
ter than “no name,” we expect 
the retail merchant to advertise 
the names behind his products. 

The “brand-names” of an in- 


surance “‘store’’ are the names 
of the companies the agency 


represents! 


really an Insurance Store? 


‘ Most agents feel, and rightly, 
that their first consideration is 
the promotion of their own 
agency’s name and personality. 
Yet the agency and the industry 
can be materially strengthened 
if the old and honored “‘brand- 
names” of its companies are 
given a place in the agency’s 
public relations. 
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(c) A master budget in a manu 
facturing business is a coordination 
and consolidation of departmental 
budgets into a single budget for the 
entire business. It is made at the top 
management level, frequently by a 
committee, which uses past records 
as a basis for its forecasting. 


There is an interrelationship be 
tween the budget and practically all 
matters of business policy, i.e., some 
budget items determine business 
policy, and business policy deter- 
mines some of the budget figures 
Thus the policy with Tespect to in 
ventory, valuation and depreciation, 
sales) prices, salaries and wages, 
credit, and dividends is influenced by 
budget items and also has an effect 
on the budget. It should be added 
that in certain lines of business there 
are items of expenditure such as re 
search, travel, and entertainment 
that are more flexibly related to busi 
ness policy and therefore are more 
readily controlled. 


QUESTION 8 


A stockholder says he ts dissatis 
fied with the following figures which 
pertaim to a manufacturing plant in 
which he has a substantial interest 


Ttems 1945 1947 


Sales $2000 $4,000 000 


Cost of Sales. 
( perating 


1800 3 FOO 000 


Profit 200 000 300 000 
Net Profit 

per Share... 1.50 2.00 
Dividend per 

Share .... 1.00 9.25 


(a) On the basis of the above fiq- 
ures, explain the most probable 
reason for the stockholder’s dtssatis- 
faction 

(bh) Would tt be accurate to tell 
the stockholder that the situation 
aghout which he ts dissatisfied ts 
typical of every period of rising 
prices’ Explain 

(©) Describe briefly the various 
means available to the management 
to uuprove the above situation 


Answer 


(a) The stockholder most prob 
ably would be dissatistied with the 
disproportionate Increase of “sales” 
as contrasted to “cost of sales.” 
“Sales” doubled while “cost of sales” 
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more than doubled. This meant that 
the operating ratio was rising (from 
90° to 9254% ) and if it continued 
would eventually squeeze out the 
protit. 

The stockholder might also be un- 
happy about the dividend. In 1945 
the company paid out 6623°% of its 
earnings as dividends, in 1947 only 
6214.%. 

(by Yes. A rising operating ratio 
is fairly typical in a period of rising 
prices, especially after prices have 
continued to rise for any great length 
of time. It is a common character 
istic of the late stages of the boom 
period of a business cvele to find 
wages, taxes, and other costs ad 
vanemg faster than prices. Even- 
tually this reduces the profit margin 
and we enter another phase of the 
evele, 

ce) To remedy the situation man 
agement may increase prices or re 
duce costs. Increasing prices may 
not be practicable because of the 
danger of being priced out of the 
market. Therefore controllable fac 
tors are likely to be confined to cost 
reduction. Since wage increases are 
usually one of the most important 
items that step up the operating 
ratio, management may try to solve 
the problem with more machines and 
labor saving devices. In addition, 
efficiency may be increased through 
changes in operating methods and 
the training of personnel. Time 
wasting and inefficient methods may 
be eliminated. Supply may be in- 
vestigated carefully and purchases 
made with greater care. Also 
cheaper materials may be substi- 
tuted. 


QUESTION 9 


In 1947 an automobile manufac- 
turing company needed additional 
capital to finance its increased in 
ventory and payroll. It obtained two 
loans from commercial banks for sta 
million dollars cach, one due in 1951 
and the other in 1952. The loan 
agreements require that the cor pora- 
tion's current assets shall exceed its 
current liabilities (excluding these 
loans), by twenty mullion dollars and, 
furthermore, the dividends in any 
calendar year shall not exceed the 
net income of the previous year plus 
$750,000, When arranging these 
loans, the management of the com- 


For November, 1949 


effective 


protection 


Time is the deadliest ally of fire. Today's 

fire perils are swifter and more destructive 
than ever. They can be defeated only 

by the high-speed, powerful, versatile 
fire-fighting equipment now available. 
Insurance, too, has made rapid strides in the 
efficiency of its protection. Caledonian agents, 
for nearly a century and a half, have 
maintained a proud tradition of providing 


up-to-date service to their policy-holders. 


th Caledonian 


Insurance Company 


Executive Offices ¢ Hartford, Conn. 


pany explained to the stockholders Answer 
that this gave them a greater lever 
ave. ia) Greater leverage to stock 
fa) Illustrate and explain what 18 holders exists when a corporation 
meant by greater leverage. gets the use of funds at a cost which 
(b) Describe any other methods is less than the funds will earn for 
of financing that would be appro stockholders. Thus let us assume a 
priate to the kind of need which this | company with a $100,000 investment 
corporation had. Which, tf any, of by its stockholders earns $10,000 
your proposals provide leverage? but could double its sales with the 
(c) As a stockholder of this cor- same margin of profit if the capital 
poration, do you think the action of | Were increased $100,000, Ti it bor 
the management was superior to the tows the $100,000 at 3° the in 
alternatives mentioned in your an- creased output should provide a 
swer to part (b)? Why? 
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protit of $10,000 less the interest 
cost ($5,000). This is increased 
leverage and would increase the 
stockholders’ protit by $5,000. 

(b) Inventories and payroll are 
part of the working capital. It is 
appropriate to finance working cap 
ital by equity issues or short term 
loans. Common stock would be 
proper in such a case but this would 
not give the common stockholders 
any leverage. Preferred stock could 
also be used and would provide lev- 
erage if it received not more than a 
stipulated rate which was less than 
the average the company earned on 


its newly invested capital. Short 
term debenture bonds or short term 
notes would also be suitable and 
should bear an interest rate that is 
lower than the average rate earned 
on newly invested capital; this 
would assure leverage to the com- 
mon stockholders. 

(c) The action of the manage- 
ment appears superior to the alterna- 
tives suggested in the answer to part 
(b). Presumably the need for in- 
creased working capital is temporary 
in nature and these loans mature in 
three and four vears respectively. If 
preferred stock had been issued most 
likely it would be outstanding § in- 
definitely and would rank ahead of 
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the common stock for a preferred 
dividend that would probably be 
higher than the rate paid the bank. 
If a bond had been used it would 
probably be for a longer period and 
at a higher interest rate than on the 
bank loan. 


QUESTION 10 


“On the grounds that the cus- 
tomary control methods at their dis- 
posal are ineffective, some members 
of the Federal Reserve Board have 
strongly favored legislation that 
would give them additional controls 
over credit.” 

(a) Describe the “customary 
credit control methods” that have 
been at the disposal of the Federal 
Reserve Board. 

(b) How do you account for the 
ineffectiveness of these controls? Be 
Specific with reference to each 
method of control. 

(c) If a special reserve of “cash 
or government securities” amount- 
ing to 25% of demand deposits were 
required in addition to the primary 
reserves, would this be consistent 
with the form and purpose of the 
primary reserve requirements? Give 
reasons for your answer. 


Answer 


(a) The customary credit con- 
trols at the disposal of the Federal 
Reserve Board are: 

1. The raising or lowering of 
the rediscount rate which makes it 
less or more attractive to the mem- 
ber banks to discount commercial 
paper. An advancing rate should dis- 
courage discounting and thereby act 
as a brake on expansion of commer- 
cial loans. 

2. Open market operations, 
which consist of buying and _sell- 
ing government securities and bank- 
ers’ acceptances, will vary the loan- 
able funds in possession of member 
banks. Sales of government securi- 
ties by the Federal Reserve Banks 
increase obligations of member banks 
to the Federal Reserve Banks, thus 
reducing funds available for com- 
mercial loans. 

3. Reserve requirements may be 
varied within limits. If the percent- 
age of reserve on deposits which 
must be kept with the Federal Re- 
serve Banks is increased it reduces 
a member bank’s loanable funds. 
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4. Moral suasion or letters of pro- 
test and public statements about the 
harmful effects of excessive loans 
are usable for psychological effect. 

5. Other methods which are less 
general in their application consist 
of varying and limiting the: (1) 
minimum loan value on securities, 
(2) time for completion of install- 
ment credit payments, and (3) defi- 
nition of rediscountable paper. 

(b) These controls have been in- 
effective for various reasons : 

1. In a period such as the pres- 
ent when banks have large excess 
reserves the raising of the rediscount 
rate is not likely to discourage them 
from making additional loans. It 
would merely provide an excuse for 
charging a higher discount rate. 
This would increase business ex- 
penses. Moreover, an increase in the 
rediscount rate would have an effect 
on the rate the United States Treas- 
ury Department would have to pay 
on its financing. With a large re- 
financing program facing the Treas- 
ury any action that might increase 
the interest rate is an important con- 
sideration. Consequently this control 
device has not been an important 
factor in the current situation. 

2. Open market operations that 
tighen credit would necessitate the 
selling of government bonds. How- 
ever, the Federal Reserve System 
has another function that conflicts 
at the present time, namely, that of 
maintaining a stabilized market in 
government bonds. The latter neces- 
sitates government bond buying. 
Concurrently the volume of bankers’ 
acceptances is at a minimum, there- 
fore no flexibility is to be found in 
this control weapon. 

3. Except for central 
cities the reserve requirements have 
been at the legal maximum; there- 
fore any further increase must await 
a change in the law. 

4. Moral suasion has only a tem- 
porary effect, if any. 

Consequently the customary de- 
vices have not been potent enough 
to meet the present problems of 
credit control. 

(c) The expression “primary re- 
serves” has been variously used to 
mean (1) legal reserves, (2) cash in 
a bank’s own vaults plus cash due 
from other banks, and (3) the com- 
bination of (1) and (2). Regard- 
less of which is intended, the form 
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is really cash in each case. Such re- 
serves are usually distinguished from 
“secondary” reserves which may be 
quite liquid, but nevertheless, do not 
consist of cash items. 

The principal purposes of primary 
reserves are to make it possible for 
the bank to meet the demands of its 
depositors for the return of cash and 
to act as a limitation on the expan- 
sion of deposits. Although legal 
minima for bank reserves have been 
determined largely with the latter 
purpose in mind, the normal bank- 
ing operations would necessitate a 
certain minimum reserve. 

From the foregoing, it may be 
concluded that the “cash” part of 


the proposed special reserve would 
be in the same form as primary re- 
serves; while the “government 
bonds,” even though readily con- 
vertible into cash are, strictly speak- 
ing, “secondary” reserves. 

During the present period of 
abundant cash supply, it does not 
appear that the purpose of the spe- 
cial reserve can be attributed to a 
need for cash to meet the depositors’ 
demands. However, such special re- 
serve would tie down additional cash 
and liquid securities that are readily 
convertible into cash. Therefore, if 
the proposal were adopted the spe- 
cial reserve could be an important 
factor in credit control. 


55 


i 

| = 

J 


What Do You Mean?—from page 46 


If he is driving a four-door sedan or 
station wagon, he certainly cannot 
see why he would have any need 
for “convertible collision.” He 
doesn't even like convertibles in the 
first place. 

And in the bonding branch of our 
business we have much of the same 
predilection for cumbrous terms. | 
suppose “comprehensive dishonesty, 
disappearance and destruction 
policy” is a pretty complete deserip 


tion of the coverage, but it is a little 
awesome. 

Really, if we look for language 
which has ambiguous meaning to the 
layman, we will tind a plethora of it 
in our contracts themselves. If we 
write a policy covering, for example, 
a fur coat, one of the exclusions is 
any loss caused by “inherent vice.” 
Now “inherent vice’ has long since 
been detined legally and has much 
precedence of court decision, but 
wonder what it means to the average 
insured— or, indeed, to many of our 
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UNION 


COMPANIES 


agents? I am reminded of a letter 
which was written by an agent at 
Trenton, New Jersey on this subject. 
His letter was addressed to one of 
his companies, and read as follows: 
“Gentlemen: I have just delivered 
a policy covering a fur coat owned 
by a young married woman here in 
Trenton. She called me and asked 
what was meant when the policy 
excluded damage caused by “in- 
herent vice.” I tried to explain 
to her as delicately as | could that 
the company would not pay for 
any damage which might be con- 
nected with any immoral acts on 
her part. Am I right in this?” 


Maybe he should have talked her 
husband into buying a fidelity bond 
covering her. 

One of the selling points of the 
personal property floater is the fact 
that the policy is designed to cover a 
lot of miscellaneous mishaps such 
as Tipping or tearing seriously the 
coat of an expensive suit. But, after 
the policy is delivered, the insured, 
if he reads it at all, finds prominently 
among the exclusions the bald state- 
ment that the policy does not insure 
“against wear and tear.” (f course, 
we all know what that means, | 
guess, but just why we can't say 
“gradual deterioration,” don't 
know. 

If one of our insureds has a little 
Chris-Craft power boat which he 
operates on one of the hundreds of 
small lakes in Michigan and he wants 
to find from his yacht policy just 
what perils are covered, he reads 
the following : 

“Touching the adventures and 
perils which we, the company are 
contented to bear, and do take 
upon us, they are of the seas, fire, 
pirates, rovers, assailing thieves, 
jettisons, barratry of the master 
and mariners, and of all other like 
perils, losses and misfortunes, that 
have or shall come to the hurt, 
detriment or damage of said vessel 
or any part thereof.” 


All this for one little motor boat! 

One conld go on indefinitely 
pointing out quaint and amusing and, 
ofttimes, meaningless phrases in in- 
surance contracts. No branch is en- 
tirely free from them. We find them 
in fire contracts, the casualty com- 
panies are burdened with them, and 
the bonding business is also well sup- 
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plied. There would be nothing to 
gain by citing additional instances. 
The important thing is that they do 
exist and are, to some extent, handi- 
caps to the business. 


Interpretation by the Courts 


Of course they tell us that archaic 
and confusing as some of the 
verbiage of the contracts we sell may 
be, it can, nevertheless, not be 
changed. It is inviolable. Almost 
every word and phrase, they tell us, 
has been the subject of interpretation 
by the courts of the land. I some- 
times wish somebody would say, “so 
what"? Undoubtedly a great part 
of the phraseology of the policy con- 
tracts has been interpreted by the 
courts but IT find nothing in the 
record to indicate that this inter- 
pretation has invariably been favor- 
able to the insurance companies. It 
might not be a bad idea to revise 
some of these old contracts; make 
them understandable and then find 
out if even the courts may not be 
able to see what was intended when 
they were written. 

But don't misunderstand me. I 
do not wish to be unduly critical of 
the insurance business. | make my 
living at it. I have every reason to 
be proud of it, of the way it has 
conducted itself through the new 
deal, the fair deal, and now the or- 
deal. It has been doing a marvelous 
job. My only complaint is that at 
times it seems to be atfected by an 
don't 
know whether it hasn't changed be 
cause it has prospered or whether it 
has prospered hasn't 
changed. 

What saving — in a 
somewhat facetious vein, to be sure 


aggravated case of mertia. I 


because it 


have been 

is unfortunately not very construc- 
tive. | have not attempted to offer 
any solution to the difficulty. Certain 
of the principles to be borne im mind 
in considering a solution are most 
elementary. In the final analysis, | 
suppose, these basic principles re 
quire merely that names or language 
used should, first of all, be under 
standable and second, and of almost 
equal importance, should be reason- 
ably appealing. 

We see regular evidences that 
other businesses are keenly aware of 
the significance of appeal, To the 
railroad man train #3] may have 
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some detinite meaning, but it has ne 
appeal. So we have such names as 
“The Super Chief.” “The Denver 
Zephyr,” and the “Twentieth Cen 
tury Limited,” which an appreciative 
public has shortened and now com 
ments rather proudly, “T came over 
on the Century.” 
given merely because they have ap 
peal. suppose otherwise railroad 
men would preter to stick to the tram 
numbers which might be less con 
fusing to them but which 
mean nothing to the people who buy 
tickets. 

People must understand what we 
are talking about. Where possible we 
must use words which are familiar to 
most people, and, furthermore, we 
must use words in their generally ac- 


Those nannies are 


would 


cepted meaning. You have probably 
read the Pennsylvania 
Station in New York the signs read- 
scalator”™ 
“Moving Stairs 


where im 


were changed to 
“Escalator” 
mav ordinarily be a better word, but 
if people don’t understand it, it 1s 
then of little use 

believe 


Ing 


that every committee of 
executives and underwriters to 
which has been delegated the re 
sponsibility of dratting new or re- 
vised coverages should include one 
or more representatives of the pub 
licity departments. Then, 
cooperative attitude on the part of all, 
we will offer to the public coverages 
which have self-explanatory names, 
which have appeal, and which are 
couched in understandable language 


with a 
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The New Remington Rand 
READER-DESK 


More finding efficiency 


for ALL Microfilm Users 


Now for the first time you can rent this highly efficient 
microfilm reader at low monthly rates. Regardless of the 
type of microfilm equipment you use, this new Reader- 
Desk will give you faster, easier reference to your micro- 
film records. 

This new Reader-Desk was designed for greater oper- 
ator comfort. convenience and efficiency. All operations 
and adjustments are made from a seated position. A sin- 
gle operating control advances film in either direction at 
anv speed up to more than 100’ per minute. The opera- 
tor’s right hand is free for checking or transcribing. There 
is plenty of desk space for papers or a calculating ma- 


chine, The operator has ample leg room. 


FOR GREATER BUSINESS EFFICIENCY— 


USE RECORD PHOTOGRAPHY 


The screen is scientifically coated and tilted to assure 
clear images and prevent eyestrain. A hood eliminates 
annoying light reflections, and may be lowered to cover 
and protect the screen when the Reader-Desk is not in 
use. Images remain in constant focus at all readable 
speeds, 

Investigate the advantages this new Reader-Desk will 
bring to your microfilming operations. Remember, you 
can rent or purchase. Ask, too, about Microdex, our sys- 
tem of indexing film, and about our new camera for 8mm 
photography. Wrrrr FoR FREE ILLUSTRATED BOOKLET to 
Systems-Photo Records, Management Controls Division, 
Remington Rand Inc., Room 301, 315 Fourth Ave., N. Y. 
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STAMPING PRESS 


HIS simplified gold-stamping press has 

numerous uses in an insurance office, 
including the imprinting and personaliz- 
ing of good-will gifts, such as desk calen- 
dars, rulers, key tags and wallets. Easily 
adjusted, it will imprint objects paper- 
thin or up to 2” thick. Being easy to 
operate, only a minimum of learning time 
is necessary. Single lines up to 3” long 
may be imprinted in gold, silver or color. 
The machine accepts type of any standard 
make up to 36 point and consumes only 
30 watts of 110 volt, AC or DC current. 
Made by the Wynn Manufacturing Com- 
pany. 
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To BEST'S INSURANCE NEWS 


Stamping Press 
Sales Presentation Envelope 
Earset 
Low Cost Recorder 


Checkwriter 


Attention of __ 


SALES PRESENTATION 
ENVELOPE 


KLEER-VU PLASTICS, 
INC., has announced a new improved 
type of transparent plastic envelope. 
Recommended especially for protecting 
and beautifying sales presentation and 
advertising material, it is made of .005” 
gauge non-inflammable 100% all new 
cellulose acetate. It is designed to fit 


standard three-ring binders and will take 
inserts up to 8!, x 11” with a black photo 
paper insert included for mounting smaller 
exhibits. 


EARSET 


ESIGNED by Telex, Inc. to replace 

old-style cumbersome headsets, this 
light-weight earphone slips onto one ear 
leaving the other free. Weighing only one- 
half an ounce, the plastic frame gives 
efficient, comfortable and convenient serv- 
ice for stenographers and telephone opera- 
tors. The single cord connection keeps out 
of the user's way and gives complete free- 
dom of movement. 


LOW COST RECORDER 


EBSTER-CHICAGO CORPORA. 

TION, manufacturers of magnetic 
wire recorders, has entered the dictation 
field with this low-priced dictation wire 
recorder especially designed for smaller 
offices. Compact and portable, the unit is 
light (less than 20 Ibs.) and easy to oper- 
ate (one master control plus a positive- 
acting foot control). The durable magnetic 
wire is said to be good for thousands of 
recordings, being erased simply by dictat- 
ing over the same wire. Playback is either 
through a self-contained speaker or by ear 
phones. The same unit may be used for 
dictating and transcribing. 


INEXPENSIVE CHECKWRITER 


Firm Address 


VERY check you write passes through 

an average of eighteen pairs of hands 
before it comes back to you. The new 
Todd Personal Protectograph shreds the 
amount on the check indelibly in bold 
red figures avoiding any chance of it being 
misread. Inexpensively priced to meet 
the needs of even the smallest office, it 
is said to eliminate the possibility of any- 
one altering the check amount. 


Best's Fire and Casualty News 


lo... 


66 NE of the things that 
gets me down,” a secre- 
tary said the other day, 

“is having to go out and shop for the 

hoss’s wife. And I’m still expected 

to get my regular office work done. 

\s if | weren't burned up enough 

about the fact that he asks me to do 

things for her, his wife has now taken 
to calling me up herself and giving 
me errands to do.” 

This is one of the frequent com- 
plaints which came to light during a 
recent poll of girl office workers on 
the subject: “What don't you like 
about your boss 7” 


Recognition 


esther Rk. Becker, of the Forst- 
mann Woolen Company, reports the 
results of the survey in Personnel 
Journal. She believes the 
shows that one single factor makes 
the difference between harmony and 
conflict between boss and employee. 
That factor found in 
word: recoqnition. 

Miss “Recog- 
nition is a basic human need. We 
like people to take our advice, and 
to recognize that our judgment is 
good. In office relationships, rec- 
ognition seems to be of two kinds. 
First, there is financial recognition. 
Second, social recognition recog 
nition as an individual 

Surprisingly enough, the survey 
showed that recognition, 
while important, was not mentioned 
by the secretaries as ctten as might 
be expected. One of the big com 
plaints was that they seldom got a 
raise, even when well merited, with 


survey 


can be one 


Becker continues: 


financial 


out having to go to the boss and 
ask for it 

Another complaint was caused by 
a new employee who got a raise 
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almost immediately after joining the 
staff. The other girls were resent- 
ful; they wondered if she had got 
the raise because she'd “had the 
nerve” to ask for it. 

Perhaps, says Miss Becker, the 
employee who asks for a raise is 
more initiative, and 
therefore more deserving of one 
But in such a case, she feels that 
the should defer action by 
promising to consider the matter. 
Then, if warranted, an increase can 
he granted voluntarily several weeks 
later. 

The survey showed that the chief 
grievance of secretaries was that of 
being kept overtime without notice. 
Even when they were paid extra 
for the work, they still didn’t like 
it. Typical comments : 

“He sits around all afternoon be- 
fore he dictates,” “He waits until 
nearly five to sign his letters,” “He 
forgets that I have my own plans 
for my own time.” 

The girls were unanimous in their 
antagonism to the boss who referred 
to them as “stenographers.” The 
stenographer, it seems, has vanished 
from the American scene. In her 
place is the secretary. To be re- 
ferred to as a “steno” is a distinct 
loss of face. 


a person of 


boss 


Pet Peeves 


Other pet peeves : 

The boss who is untidy about his 
personal appearance. 

The boss who marks up work that 
could be corrected: she could have 
used an eraser, but now she has to re- 
type it. 

The boss who corrects his secre- 
tary in front of others. 

The boss who talks about other 
workers. 

The boss who interrupts his secre 


tary during her lunch hour, if she 
has stayed to have her lunch in the 
office. 

The boss who asks his secretary 
to take a visitor and show him the 

yay over to Mr. So-and-so’s office, 
without bothering to introduce the 
secretary to the visitor. 

The boss who gives his secretary 
a big pile of work and says, airily: 
“This won't take long.” 

The boss who continually checks 
up on everything. “My boss picks 
up work before it is finished,” said 
one secretary. “He doesn’t give me 
a chance to see if there are any mis- 
takes in it first.” Another said: 
“He's hovering over me all the time. 
He robs me of all confidence in my- 
self.” 


What the Boss Can Do 


Well, in the face of all these black 
marks, what can a boss do to get in 
his secretary's good graces ? 

Ordinary consideration was cited 
as one thing. Going out of his way 
to show his appreciation for her good 
work--without being too personal 
about it recommended, 
along with the boss showing, by his 
attitude, that he considered his secre 
tary as somebody really important 

Remembering anniversaries, such 
as birthdays, was a quality that gave 
a boss a special place in the secre 
tarv’s heart. 

The man who says: “Miss Jones, 
here’s a small gift—I hope they're 
the kind of chocolates you like—to 
celebrate your anniversary. What 
anniversary? Why the fact that 
you've been my perfectly wonderful 
secretary for an entire year.” Such 
a boss gets the secretary’s award of 
merit. 


was also 


Reprinted from Magazine Digest, New York, 
¥. 
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7 common-sense reasons for trading in 
typewriters 


Precision writing machine. Royal is the finest on the job longer. Less time out for repairs. 


ever developed. It is, and always has been, designed beauty. Feast your cyes on its soft 
. 4 


gray tone that banishes all glare. Imagine how 
Typists’ preference. [ypists evervwhere—those modern new Gray Magic Royals would look in 
who use typewriters day in and day out—prefer vour office. 


with the operator in mind. 


Roval Better than 2'4 to | over any other make. 
' Magic* Margin. This famous Royal ex- 


Quality of work. Typists know that a letter typed |e)  clusive is the most outstanding operator 
on a Royal has that fine. top-notch appearance wan benefit ever invented in the typewriter 
worthy of an executive's signature. field. Eliminates tumbling with margin 
Stops. Position the carriage. flick the lever. and 


Action acclaimed. Royal action is universally 
margin is automatically set. Remember, Royal 


recognized as the finest of them all : 
combines more time-saving and work-saving fea- 


Ruggedness. Royal's durability is built in. It stays tures than any other typewriter. 


T.M. Reg. U.S. Pat. Off 


Try new Gray Magic Royals today! They’re made by the company which 
manufactures and sells more typewriters than anyone else. 


mre OKAY MAGIC KOVAL 


Made by the world’s largest manufacturer of typewriters 
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SUPERIOR company has a 

sound policy of personnel ad 

ministration consistently ad 
hered to. Initially the company at- 
tains a_ favorable the 
community and business, it has the 
reputation of being a good place to 
work, it attracts and retains superior 
per yple. With a favorable reputation, 
intelligent selection of personnel can 
be made and such tools as we have 
provided, intelligence and aptitude 
tests, job evaluation, merit rating, 
educational and clerical 
training, can be effectively utilized 
Personnel administration should not 
be viewed as a sideline of a technical 
officer, even in a small company 
It is intimately related to the cost 
of doing business and quality of 


status in 


courses 


service and should be the responsi 
bility of one thoroughly skilled im 
the activity. 


Written Statement of Policy 


I would say the minimum re- 
quirements of a personnel program 
for even a small company would be, 
a written statement of policy to be 
made available to all employees. This 
need not be an elaborate handbook 
but it should be in written form and 
would include a statement of hours 
of work, salary policy, promotional 
policy, vacations, employee benetits, 
suggestion procedure, educational 
opportunities, recreational facilities, 
etc. 

Employment tests should be used 
as an atd to selection. Job evaluation, 
as a basis of equitable salary ad- 
ministration, will be found in all well 
managed companies. Management 
should encourage and sponsor an 
educational program for ambitious 
employees, the benefits to the com- 
pany are obvious. Some well thought 
out plan of orienting and training 
new employees should he in effect 

The administration of office ac- 
tivities is a dynamic task ; that which 
remains static for any period of time, 
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FRANK L. ROWLAND 
Executive Secretary 
Life Office Management Association 
suggests neglect. .\ busy office is not 
an efficient one. Office 
routines, whether good or bad, are 
endowed with a remarkable ability 
to become assimilated into the oper- 
ating structure. An obviously poor 
and uneconomical procedure may in 


necessarily 


a short time become so inconspicuous 
that its shortcomings will be de- 
tected only when exposed to the light 
of a detailed and comprehensive 
analysis. It is top management's 
job to circumvent the inertia of habit 
(self satisfaction) inherent in most 
human beings, which leads to the ac- 
ceptance of things we are accustomed 
to, This can be accomplished by 
using a device developed twenty- 
five years ago but just now coming 
into its own. It is the Office Opera- 
tions Audit, an inspectional pro- 
cedure whereby top management 
may be currently appraised of the 
status of operations as they relate 
to accepted standards. 


Three Major Functions 


It may be helpful to envision office 
administration as consisting of three 
major functions. Someone has plan- 
ned the task whatever it might be 
Production is the function of trans- 
lating plans into action. /nspection 
is the activity of determining the 
results of the execution of plans. It 
is the check upon the validity of 
plans as expressed in production and 
probably the most neglected of the 
three phases of coordination 

An office operations audit is a de- 
tailed and objective examination of 
every factor having to do with quan 
tity and quality of office production 
It includes an inspection and ap 
praisal of methods, 
forms and machinery 
munications, physical 


procedures, 
used, 
and physio 
logical factors, quality of work, pro- 


com 


duction per clerk, work loads, peak 
loads, personnel, supervision, and a 
host of other items all of which in 
varying degrees pertain to the opera- 
tion of the office regardless of the 
size of the company. Such an audit 
is conducted with the use of a check 
list directing the attention of the 
auditor to some two hundred items 
pertaining to operation. 


Organization 


\n objective appraisal of your or- 
ganization structure in relation to 
your objective may bring to light 
which have a distinct 
bearing on cost of operation. An 
ideal organization structure will in- 
tegrate man-power with functions, 
classes of work and transactions to 
be performed. You should be able 
to answer in the affirmative such 
questions as these: 

(a) Does our organization chart 
reflect conformance with the 
accepted principles of good 
organization, e.g., authority 
and responsibility clearly de- 
fined, adequate provision for 
coordination of related ac- 
tivities, appropriate centraliz- 
ation of functions applicable 
to all departments ? 

Do top executives exercise 
control through attention to 
policy and problems of ex- 
ceptional importance, rather 
than the review of routine op- 
erations of subordinates ? 

Is there an understudy being 
trained for all important ex- 
ecutive positions ? 

Has a plan for the ultimate 
or ideal organization been 
formulated as a guide to meet 
your future requirements 
with growth ? 

Methods, machinery and buildings 
are important only as they relate to 
personnel. Of primary consideration 
is the selection, training, supervision 


weaknesses 


(Continued on page 70} 
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Burroughs 


DISTRIBUTOR 


“full 


MANUFACTURER 


in Microfilm 


BURROUGHS 
MICROFILMING 


assures 


—— | precision results 


at 
lower cost 


This modern, precision-built recorder 


permits hand or automatic fe 


choice of three reduction ratios. A 
flick of a switch selects 8 mm. or 16 
mm. photography on 16 mm. film. 


Burroughs microfilming is fast, simple, 
efficient and economical. Its adaptability 

ermits its use in both current record 
leasing and in reducing storage records 
to permanent film copy. 


With this versatile microfilm equipment, 
you also obtain the knowledge and exper- 
ience of your Burroughs representative to 
help you apply it to your methods, your 
needs, for greatest efficiency. Burroughs 
has been helping mechanize office meth- 
ods for over 60 years. 


You can count on continuous operation of 
your microfilm equipment at peak eff- 


ciency because of its dependability .. . plus 
the skill and availability of the nationwide 
Burroughs service organization. And Bur- 
roughs processing centers are strategically 
located to assure rapid handling and im- 
mediate development of exposed film to the 
highest technically controlled standards. 


Here’s another important point. You will 
own the microfilm equipment you are 
operating, which further reduces micro- 
filming cost. 


Ask your local Burroughs man to show 
you specifically how Burroughs micro- 
filming can help you. 


Five Basic Advantages of Burroughs Microfilming 


Saves Space—Normally over 


using the automatic feeder. 


4,500 
cubic inches of documents can be re- 
duced to 16 cubic inches of microfilm. 


Saves Time— As many as six documents 
can be photographed in one second, 


Saves Money— Saves labor, filing equip- 
ment, storage and working space. 
Assures Accuracy— Photographic accu- 
racy is unequalled. 

Assures Protection— Reducing documents 
to microfilm protects against misfiling, 
extraction or alteration. 


WHEREVER THERE'S BUSINESS THERE'S 


Burroughs 
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Dear Mr. Fergason 

Do many companies use the prece 
rate basis for payment of office worl 
ers: 


M. Del. B. (Chicago) 


Dear M. Del... B. 

Very few companies use a piece 
rate basis for salary payment of 
office work. Probably you 
really want to know concerns “in 
centive payments” which are based 


what 


on production over and above a 
minimum standard upon which the 
base rate is paid. 

There are a few companies that 
pay a guaranteed salary and then, 
based upon measured production, 
pay an incentive rate for production 
in excess of the established standard. 
Most office managers are unwilling 
to study the various office positions 
in order to determine if production 
can be measured and an incentive 
This requires considerable 
work and the position 
broken down into the various kinds 
Ordinarily the 
indi 


paid. 
must be 


of tasks rfiormed 
work must be measurable if 
vidual production efficiency is to be 
established. 

In one of my previous columns I 
mentioned the possible use of a “Pro- 
duction Unit” method of 
measuring group efficiency 
194] have 
measuring production. Also, 
companies have no way of determin 


Index 
Since 
ceased 


most companies 


Most 


ing office efficiency except in broad 
terms of total cost of ottice opera 
tions in relation to income as e€Xx- 
pressed in the prolit or loss state 
ment. Most companies do not study 
their procedures with the idea of 
simplifying the procedures, eliminat 
ing activities so that 


more productive time will be avail 


non-essential 


able. 
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The “Production Index Unit” 
idea is based on the priniciple of 
related group activity—one or two 
routines are studied the pro 
duction on these routines is measured 
and compared. If the routines have 
been properly selected and are suth 
ciently sensitive to measure compo 
site variations in productivity, group 
efficiency can be determined 

Another variation of the Produc 
tion Index Unit idea is based on 
potential man-hours of productivity 
in relation to a single sensitive pro- 
duction unit. Let me illustrate this 
one. 

Company A employs 50 
workers. They work 40 hours per 


and 


office 


EDITOR'S NOTE 


This is the eleventh of a series of monthly 
comments concerning office problems. The 
items covered in this column have been 
selected because of their interest to our 
readers. If you have a question or a com- 
ment concerning office problems, Mr. Ferga- 
son will be glad to hear from you. Your 
name and your company will not be divulged 
if your letter is answered in this column. 
Obviously the opinions expressed are those 
of Mr. Fergason and not of the editorial staff. 


FERGASON 


week. Therefore, there are 2,000 
potential productive hours per week. 
What is done with these hours? If 
you want to know in detail, then you 
must run a “‘time-application” sched- 
ule on each of the 50 employees 
lf, on the other hand, there is one 
type of work performed which can 
be easily measured and which af- 
fects the majority of the group, then 
the relationship of production to 
man-hours of that work will give an 
index of efficiency and if compared 
over a period of time, the variations 
can be deter- 
Soe, continuing our hypo 


in group efficiency 
mined 
thetical example, Company A 
found that its sensitive production 
unit is the invoice-—all its activities 
ultimately end up in billing a cus 
tomer. Therefore, Company A 
counted the lines (each line repre 
senting an item of service) per in 
voice and totaled the lines and ar 
rived at 
total lines per week into the potential 


has 


an index by dividing the 


production hours. 


Briefly interpreted, this means 
that during the 2nd, 3rd and 4th 
week, additional man-hours 
hired and production increased and 
the index went down which means 
that less man-hours were spent in 
producing the invoices. Then, pro 
duction decreased and remained at a 
fairly constant level for four weeks 


were 


but there was no change in the man 
hours so that the index 
More time was now being used in 


increased. 


producing fewer invoices and fewer 


ntinued c the next paae 
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Four Ways 


WITH WEBSTER’S 
DUPLICATING 
SUPPLIES 


1. GUARANTEED LONG WEAR 
You get lasting life in evers 
Webster Tabulating Ribbon 
Made with high grade, 
woven edge cloth, properly 
inked for each type of 
machine. 


2.SPECIAL FEATURES 
For example, Webster's M1 
crometric Carbon Paper with 
its exclaszve numbered edge 
eliminates retyping tor spac 
ing errors Steps up otlice 
efficrenc v and cuts costs 


3.SHARP IMPRESSIONS 


Your orders and receipts stay 


crystal clear when made with 
Webster's Pencil Carbon 
I assy t - read copies save 
time in reference work and 
reduce filing errors 


4.WIDE VARIETY 
You can always buv just the 
right Webster Multthopy 
Typewriting Ribbon for vour 
particular machine and job 
Made in extra lengths with 
special ink formulas, they 
have to be changed only half 
as often as standard ribbons 


To get full value for every dol- 
lar you spend on duplicating 
supplies, order Webster's. They 
last longer sO COST less. 
Simply consult) your nearest 
dealer or write to FS. Webster, 
4AmherstSt. Cambridge, Mass. 


F.S. WEBSTER 


COMPANY 


Webster's branches in key cities from 
coast to coast: New York, Philadelphia, 
Pittsburgh, Detroit, Chicago, 

San Francisco, Cambridge 


Around the Office—Continued 


lines. If this continues an investi- 
gation should be made to see where 
the man-hours should be reduced. 
Ordinarily, temporary increases in 
volume should not be met by in- 
creased personnel for 2 reasons: (1) 
temporary personnel tend to become 
permanent or to be retained longer 
than the required period which in- 
creases cost; and (2) the present 
personnel under proper supervision 
should be sutticiently flexible to ab- 
sorb for short periods these tem- 
porary fluctuations in volume. When 
volume increases beyond their capac- 
ity to absorb, the temporary in- 
creased work can be “farmed out” 
to professional agencies that do of- 
fice work under contract on a per- 
hour fee basis, furnishing both the 
employee and the equipment. 

Thus by this relatively simple 
index an indication of the over-all 
efficiency of an office may be ob- 
tained. The greater care exercised 
in selecting the item of work to be 
used as a basis of the index and 
the greater sensitivity of that item 
to actual conditions in the office, 
the more accurate the reflection of 
ottice ettic lency that will be obtained. 
While I may have gotten a bit astray 
from your original question, I trust 
this answer will help. 


Guy FERGASON 


Dear Mr. Fergason: 


1 made application the other day 
for a position with the “Blank” in- 
surance company. I felt that I had 
the experience, appearance and quali- 
fications for the work. After an in- 
terview with the office manager, | 
was told that 1 lacked the educational 
requirements for the position. | am 
a high school graduate ; however, / 
have attended night school since my 
graduation and have done home 
study work for several years. 1 do 
not have a degree from a university 
On several occasions | 
have lost Opportunitic s because | 


or college. 


lack the “college education Vost 
companies hire only college gradu 
ates for all positions other than 


i 
calculating and ma 


chine operation 


stenographic, 


Don't you think these companies 
They cer- 


cutting down on 


are making a mistake 
tainly are thew 
possi ble mploy ment candidates. An 
applicant is 
graduate, 


ustified in saying he is 


a colleade regardless, just 


to get an opportunity. Although I 
have not signed this letter with my 
name, I hope you will answer it. 
I need advice and so do some em- 
ployers. 

Worried (Chicago) 


Dear Worried: 

When this column was started in 
January, 1949, I thought it best to 
state that 1 would answer only 
“signed” letters. I so stated and have 
followed that principle these eleven 
months the column has been run- 
ning. Therefore, I am not going to 
answer your letter, per se, but if 
you should read the comments which 
follow, directed generally to anyone 
who has an interest in establishing 
fair specifications of employment in 
relation to the tasks to be performed, 
so much the better. 

Being in a_ specialized field of 
recruitment and placement for a 
specialized group, | have observed 
many cases where the employer had 
not formulated sound standards of 
employment. (Office work, in gen 
eral, requires varying degrees of 
“attainment” in certain defined areas 
Obviously, the lowest level position 
involving simple repetitive and well 
detined tasks which are more manual 
than mental requires little attain- 
ment for specific performance. As 
the positions increase in complexity, 
the attainment levels must increase 
in quantity and broaden in scope. 
The various areas required in de- 
grees running from zero or nothing 
to the highest level or degree are: 
(1) Education; (2) Experience; 
(3) Personality or temperament ; 
(4) Physical capacity which includes 
endurance or may include the ab 
sence of specified phy sical handicaps ; 
and (5) Personal requirements such 
as initiative, accuracy, mental alert 
ness, dependability, ete 

\ messenger boy's salary is based 
more on the expenditure of energy in 
carrying mail and packages (physical 
requirements) than on experience, 
education, or personality. ‘These 
latter qualities may be required for 
promotion but not for performance 

Salary rates are based in the final 
analysis upon the evaluation of the 
qualities required for performance. 
Higher level positions pay higher 
salaries because they require more 
education, greater experience, call 
for higher personal attributes and 
require better adjustment to circum- 
stances and working environment 
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If any or all of these qualities are 
overstated in establishing the speci- 
fications for a position, the salary 
which is based on the actual work 
done in relation with other positions 
will be out of balance with the value 
of the incumbent who possesses the 
higher qualifications. This situation 
in turn poses three possibilities : 


(1) The employee will become 
dissatisfied and quit. 

The employee will request 
more money. 

The employee will be up- 
graded to a better position 
where his greater qualifica- 
tions are more in balance 
with the requirements of the 
work. 


(2) 


(3) 


Take just one factor which is 
usually considered when establish- 
ing position specifications, i.e., edu- 
cation. Most companies do not 
realistically evaluate the educational 
requirements of their work. These 
companies require a college educa- 
tion as the prerequisite to employ- | 
ment. This requirement is satisfac- 
tory if the promotional rate within 
any company is sufficiently rapid that 
within a reasonable period of time 
the incumbent who possesses the col- 
lege education will have been pro- 
moted to a position requiring the 
intelligence and mental alertness | 
usually developed by college work. | 
Last June, college graduates as a| 
group started at a salary of $200 to 
$250 per month with the average fall- 
ing close to $225. 

From my experience as a place- 
ment counselor I know that many 
office positions in the insurance field 
do not require the mental develop- 
ment attained by college work. 

While on the subject of “Position 
Specifications” another factor should 
be scrutinized, i.e., physical attri- 
butes. Many companies (most com- | 
panies) hire only physically capable 
persons. If the position is sedentary, 
a physical handicap which impedes 


movement would in no way impair | 


the employee’s performance pro- 
vided that physical or body move- 
ment is not required. This is not 
a vlea for the physically handicapped 
people, but a plea for more real- 
istically appraising the requirements 
for successful performance by an 
incumbent in any given position. The 
position factors of education, ex- 
perience, personality, physical at- 
tributes and persona] requirements 


Agents! 


BETTER PROMOTIONS 


Rising is Right! Here’s why— 


Whether it's broadside, brochure or en- 
velope stuffer you're planning, the first job 
is to get attention. Rising Intralace has 
the clean, crisp, quality “look” that stands 
up and gets attention. Your printer knows 
the best buy is undoubtedly— 


Rising Intralace 


New brilliant white Inexpensive 
Sweights + Distinctive pattern appearance 
Envelopes to match in 5 sizes 
Specially sized for offset and gravure 
v Excellent printing surface for letterpress 


Rising Papers 


Rising Paper Compeny. Housotonic, Moss. 


WHY WASTE GOOD SELLING 
TIME ON CLERICAL WORK? 


The Prenzel Systems for Agency Accounting are the 
Simplest Ever Devised! 


@ The PRENZEL SYSTEMS of Agency Accounting are designed to reduce book- 
keeping costs and increase accuracy. They are highly flexible and may be used by 
any agent regardless of size, volume of business or number of accounts. They have 
been perfected through actual use during the past 25 years and are enthusiastically 
endorsed by agents, insurance companies and acc tants throughout the United States. 
@ You can start using the PRENZEL SYSTEMS at any time. They cost less to install 
and operate than any other type of accounting system used in the insurance agency 
business. They will save you money by reducing errors, cutting all bookkeeping and 
report costs to a minimum, and allowing you many valuable hours for service calls 
and development of new business. 

@ The PRENZEL SYSTEMS consist of two basic units (Described below). Each unit 
is completely contained in a separate binder. When these two units are used together 
2 entries produce 8 separate records providing all the essential records needed by an 
insurance agent. Either unit will function smoothly by itself, or with any other records 
you may now be using. 


(Continued on the next pege) 


The PRENZEL “5 in 1” SYSTEM 
1 Entry makes 5 Complete Records: . 
Combined Policy Register, Account Cur-|! Entry 
rent, Journal, and Expiration Record for | Combi 
the Agent... and a Duplicate Account 
Current for the Home Office Company. 


The PRENZEL “3 in 1” SYSTEM 


makes 3 Complete Records: 
d Cust rs Ledger, Line Re- 
cord and Expiration Record. 


Prenzel Systems have led the way for over two decades 
WRITE TODAY FOR OUR BOOKLET 


PRENZEL SYSTEM COMPANY 
P. O. Box 912 NASHVILLE, TENNESSEE 


| 
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WHEN WANT TOA KNOW = TO AN EYPERT! 


LEADING AMERICAN INSURANCE 
COMPANIES are using Colitho systems 
Masters to combine many previously-sepa- 
rate records and entries on a single form! 
Only one writing, by tabulator, typewriter, 
handwriting or other means is required on 
the pre-printed Colitho Master to produce 
the “original”. Duplicate copies combining 
form and up-to-the-minute fill-in are run on 
an office offset duplicator for distribution to 
all departments, branches and individuals 
concerned. Included are such forms as: 
LOAN AMORTIZATION SCHEDULES: complete 
with up-to-date information on payments, 
interest, principal, balance . . . 
GROUP INSURANCE RECORDS: master file, 
with detailed group break-down, hospital- 
ization classification, claims, benefits, pay- 
ments, frequencies . . . 
CASE HISTORIES: designated classifications, 
computation schedules . . . 
ACCIDENT, CASUALTY, LIFE & HEALTH WORK 
sHeEets: all computations, review data. 
Colitho Master-work simplifies paper work! 
Write for sample forms, recommendations 
for your requirements, evidence data on 
Colitho savings of work, time, errors; com- 
plete, accurate systems records for any form 


of insurance. 


N 


COLUMBIA 
Ribbon & Carbon 
Manufacturing Co., Inc. 


Main Office & Factory: 
Glen Cove, I., N. Y. 


Columbia Ribbon & Carbon Mfg. Co., ee. 


Glen Cove, L. L, N 
Send us data and hendhene on inexpensive 
Colitho masters and samples of Colitho 
insurance-systems applications. 
Name 
Firm 
Address 
Make and Model of 
Offset Duplicator Used 


| Around the Office—-Continued 


when applied to any position and 
expressed in terms required for the 
understanding of and performing on 
the position will in fact be the (1) 
specifications of the position as they 
relate to an incumbent's qualifica- 
tions and (2) express the basis for 
evaluating the worth of the position. 
The person and the job must be in 
balance or there will be dissatisfac- 
tion. 


Dear Mr. Fergason: 
What are templets? How are they 
used? Where can they be procured? 
H. H.W. (Columbus, Ohio) 


Dear H. H. W.: 

Templets are scale drawn cutouts 
of office furniture of all kinds which 
are to be used on a scale drawing ot 
the office space in order to determine 
the best office arrangement without 
the necessity of actually moving the 
real furniture in an experimental way. 
One company which was moving of- 
tices in Chicago from one building to 
another used templets in arriving at 
their new arrangement. ‘These tem- 
plets were glued into place and num- 
bered. The layout was then photo- 
graphed and copies were made. The 
actual furniture and equipment were 
given numbers corresponding — to 
their templet counterparts. Copies 
were given to the moving men, man- 
ager of the new office space and in 
terested persons. When the equip 
ment was moved, it was possible to 
place it in its respective place in the 
new layout. 

Templets can usually be procured 
at most stationery 
equipment manutacturers distribute 
templets drawn on heavy paper as 
part of their advertising. One com- 
pany manufactures scale designed 
plastic office furniture and equipment 
which can be used in working on 
office layouts. Templets save con 
siderable time in testing out a pro 
posed layout. 


stores Some 


APPOINT NEW MANAGER 


YRON G. STOLP has been 
appointed advertising sales 
promotion manager of A. B. Dick 
Company, manufacturer of mimeo 
graph products. Mr. Stolp was in the 
advertising and sales promotion di 
vision ot the company until a few 
years ago, when he became district 
sales manager tor the Southeastern 
| territory. 


INTRODUCTION TO AN 
INSURANCE OFFICE 


PRIMI-R for new workers ina 

property and casualty insurance 
office, “Introduction To An Insur 
ance Office,” has been compiled and 
edited by Gladys Main, president of 
the National Association of Insur- 
ance Women; and Mary EF. Wil 
liams, past-president of the San 
Diego Insurance Women's Associ 
ation. 


In 28 pages, the booklet includes 
a glossary of insurance terms, ex 
plains the routine of a fire and casu 
alty office and presents the general 
structure of operations as between 
companies, agents, brokers, general 
agents, special agents, adjusters and 
the various bureaus and company 
organizations. It also outlines the 
relationship between each segment 
of the property and casualty busi- 
ness. It does not represent an at- 
tempt to offer an insurance course 
but is designed to acquaint a new 
emplovee with the basic methods 
of operation and to conserve the 
time of more experienced employees 


for your MAILING LIST 
MASTER 


ADDRESSER 
$245° plus Fed. tox ee 


(Supplies Extra) 


Pot. appid. for 


Thousands of Users 


Here’s an economical solution to your 
addressing problems. This nationally 
advertised Master Addresser is a new, 
simplitied system for addressing en- 
velopes, premium notices, follow-ups, 
ete. Prints from carbon impressions 
typed on a long strip of paper tape 
with space for about 500 names and 
addresses. Master Tape easily pre- 
pared on your own typewriter. Will 
reprint each address up to 100 times 
at speeds of 20 envelopes per minute. 
Corrections or changes easily made 
on gummed slips and pasted right 
over old address. Clean, simple and 
easy to use. Anyone can operate the 
Master Addresser. 


NO STENCILS 
NO RIBBONS 


Will also print from 
typed labels attached 
to your business forms. 
At your office supply 
dealer, or write to — 


5508-1 Excelsior Ave. Minneapolis 16, Minn. 


W K 
Performance 
to speed and simp! ph ; 
rwork: 
your system? Paper 
piece 
(olitho 
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THE FIRST NAME IN TYPEWRITERS 


| 
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& THE NEW 2) 
~ 
72 in companies and >) 
It saves fast electric gctio® g\iowS rypists 
‘4 yo ture out more work, petter work with less effort. It 
saves att reveal that an ancreas® of 10% 
or more in rypine results from each rypin’ A 
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Operations Audit—from page 63 


and motivating of the people whom 

we employ to operate our offices. We 

should be able to answer in the af- 
firmative such questions as: 

(a) Are your personnel require- 

ments budgeted in accord- 

ance with present and antici- 


* F E B has always special- 7 pated volume of work? 
‘ (b) Have you established stand- 
ized in the development 7 ards of selection? 


of Filing Systems. (c) Have you set up job speci- 
Soy fications for each class of po- 
sition ? 


7 (d) Have you an induction pro- 
gram designed to appropri- 
ately introduce new employ- 
ees to the job, their fellow 
workers and the company ? 


The famous Bee Line System 


is available from stock in (e) Do employees receive ade- 
units adaptable to large or quate training for the job as- 
small filing requirements. signed ? 

(f) Are supervisors adequately 


Write for Circular 


performing their functions as 
directors of clerical produc- 


ROL-DEX SYSTEMS POSTURE CHAIRS 


tion? 
(g) Arew tes int ll 1 
FILING EQUIPMENT | 


NEW YORK BOSTON CHICAGO 


No Obvious Symptoms 


Office methods and procedures are 
COMFORT 

end objective, creating the product 
of the office. It is an intricate busi- 
You Have Never hnown Before ness usually with no obvious symp- 
toms of inefficiency or excessive cost. 
It is only by an intensive analysis 
and questioning of the many details 
involved that we are able to evalu- 
ate what we are doing in relation 
to standards. The starting point for 
improvement in this area is the de- 
veloping of work-flow charts and 
process charts for each major ac- 
tivity. There we find the answer 
to such questions as: 


Unlike some executive chairs you have seen 
that look inviting but fall down on comfort, 
here is SIKES X133RLUA which has the fine 
appearance you want plus all-day working 


comfort. One reason is the ex- 


clusive Sikes reverse spring 


action which permits you to 


lean back with genuine relaxing 


ease . . . instead of pushing 


back against increasing ten- 


sion . . . yet gives adequate, (a) Does the flow of work fol- 
low the most direct line or is 
there backtracking ? 

(b) Is the workload distributed 
evenly among the clerks ? 


sure support for every sitting 


position. 


Write us for the name of near- 


est Sikes dealer and have him 


(c) Are manual operations being 
performed, which should be 
accomplished by a machine 


or vice versa? 


send over this chair for free 


demonstration! 


No. 133RLUA 


(d) Have all operations been 
simplified and standardized 


(A \) THE SIKES COMPANY, Ine. so that they may be performed 


30 Churchill Street Buffalo 7, New York 
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(e) Are the costs of periodic re- 
ports justified in the light of 
the uses made of them? 

(f) Is someone in your organiza- 
tion responsible for continu- 
ing research to discover better 
methods, equipment, etc. 
which may result in lower 
cost ? 


Quality Standards 


The maintenance of quality stand- 
ards is particularly important—and 
costly in our business. A large com- 
pany has recently come forth with 
the estimate that forty percent of 
all the work performed in their of- 
fice is of the nature of checking and 
inspection to assure quality. This 
suggests a wide and important area 
of fruitful study. It involves the 
answer to such questions as: 

(a) Is the testing and inspection 
effective in detecting errors 
and preventing future errors ? 

(b) Are double and triple checks 
justified ? 

Do the errors detected justify 
the cost ? 

Can balancing be used in 
place of individual checks ? 
Will “spot” checks serve the 
purpose ? 

Are the causes of error in- 
vestigated and corrective ac- 
tions initiated ? 


There are many other phases of 
office operations which lend them- 
selves to periodic examination with 
potential savings possibilities. For in- 
stance there is the selection, pur- 
chase, storing and use of the variety 
of materials including office ma- 
chinery and equipment and printing, 
used in office operations and an ex- 
amination of the maintenance policy 
for office machinery is frequently re- 
vealing. The physical environment 
has a decided bearing on the cost 
of clerical production, desk layout, 
communications, adequacy of light- 
ing, heat and ventilation, noise. 

An audit of correspondence prac- 
tices is fertile field for improvement. 
Sch an examination includes a spot 
check for quality of letters dictated 
and written, promptness in replies 
and accuracy of contents, filing meth- 
ods and accuracy, retention period, 
use of form letters and paragraphs, 
private secretaries vs. central tran- 
scription facilities. 

(Continued on the next page) 


HUNDREDS of HOURS FOR ME. 
THOUSANDS of DOLLARS FOR MY BOSS!” 


wonderful change has taken does for ust In to taking 


we did away with old-fashioned, 
time consuming shorthand and 
adopted AUDOGRAPH Soundwrit-— 
ing. Instead of spending a third of | 
my time at the Boss’ desk, note- 
book in hand, “taking dictation’, a 
executive gssistance . the 
Boss dictates to his 

But that's only one 


HERE ARE A FEW 


vantages can do in your Du 
Call AUDOGRAPH, your c 


GRAY MANUFAC Tuk 


 SOUNDWRITER 
t records both ends of the 
hf akes down every word at meetings 
oe often takes it with him on 
rlanes and even in his car . . . and 
a nails the unbreakable plastic dis« 
te «DUAL JEWEL RE TION Superb 
fe UNEQUALED COMPACTNESS — Only 
combination of ‘benefits and ad- witty. surety, wccurotely 
NO COMPANY HARTFORD CONNECTICUT 


But He Has To Be Shown! 


Today, cost-minded executives everywhere 
demand top-performance evidence before 
they approve their firms’ purchases. 


Your business probably makes substantial 
purchases of ribbons and carbons. Do you 
buy on “price” or on performance cost? The 
purchasing agent of a prominent insurance 
company SAVES as he sums up the differ- 
ence this way: 


“There IS a difference between “price” 
and cost in carbon paper. Our experience 
has proved it. We had been procuring 
150 boxes of a cheaper, competitive brand 
per year prior to the purchase of Colum- 
bia Marathon. Our original purchase of 
100 boxes of Marathon was on November 
24, 1947. Since then this department has 
increased two-fold, which should increase 
the amount of carbon paper used. But we 
still have (August 29, 1949) 33 boxes left. 
Marathon has reduced our cost at least 
75%. During this period your service was 
outstanding not only on Marathon but on 
many specialty items that have improved 
our work.” 


Even if you're not from Missouri, ask us to 
show you the savings you can make in car- 


bons and ribbons! 


CARBON 
PAPER 


Main Office and Factory, 
Glen Cove, N. Y. 


Dealers and Service Offices In All Principal Cities 


Columbia Ribbon & Carbon Mfg. Co., Ine. 
Glen Cove, L. N.Y. 

I'd like to know more about Marathon Car. 
bon Paper—and carbon and ribbon savings. 


Address 
Title 


Operation Audit—Continued 


The subject of communications is 
usually investigated with profit. It 
includes an appraisal of facilities used 
in relation to cost and importance 
of message, when is long distance 
telephone, telegram, air mail, indi- 
cated ? 

If you are assured that you have 
a skilled personnel with adequate 
supervision using the best methods 
with satisfactory working conditions, 
you may feel reasonably confident 
that your overall cost of operation 
.fs reasonable. Your progress in this 
respect will most likely be in the dis- 
covery of many small economies, 
however, they are all-important, par- 
ticularly, in view of their accumula- 
tive effect. The correct evaluation 
ef an operating saving should be 
made on the basis of the time period 
over which the saving will be real- 
ized. The present value of a $1,000 
per year operating savings which 


| will be realized for ten years, is ap- 


proximately $9,800. 


BEST PLACE TO WORK 


HE finest working environment 

in the world today is to be found 

in the modern American office, ac- 
cording to Dr. Erwin H. Schell of 
the Department of Business and En 
gineering Administration, Massa 
chusetts Institute of Technology. In 
an address before the Life (Office 
Management Association Dr. Schell 
stated that, “Recent advances in 
every aspect of the workplace are 
being incorporated in current office 
design, facilities and arrangements.” 
“Today, the conventions of the 
American office not only dictate new 
and higher standards of working re- 
lationships but establish levels of 
conformance in other areas which 
influence the customs of executive 
office-worker in _ striking 
fashion,” stated Dr. Schell. “For 
example, newspaper advertisements 
feature men’s suitings specifically for 


lothce wear while ordained creations 


for the working woman are spe- 
cifically labelled authentic tor 
those whose world centers at a desk. 

“Barely a handful of years ago 
the office manager was generally 


as 


viewed as a sort of glorified clerical 
janitor whereas today he has earned 
for himself a position of contidence 
and respect often entitling him to 
the appelation of a major official. 


money 


PARSONS 
MECHANO FORM 


Most accounting and record-keeping jobs can 
be done betrer at low cost on these fine, 
50° mew cotton fiber papers and cards. 


There'll be no re-writing because of worn 
records if you use Parsons Mechono Form. 
Can be erased readily with chemicals, rubber 
or scratcher, leaving a smooth surface the 
same color. There are seven colors in both 
sheets and cards so each class of record can 
be indicated by the color used. It takes a 
clean, sharp entry with no smudging. Ink 
will not run on the fibers. It will stand 
rigid in your files. 


Mechano Form was engineered to the specifi- 
cations of America’s leading manufacturers 
of bookkeeping equipment. Its smooth, no- 
glare surface — so easy on the eyes — makes 
it ideal, as well, for hand posting. 

“How to Make Your Records Legible and Lasting’ 
This is the title of a free booklet that gives 
the answers on papers for ac- 

counting and record-keeping 

purposes. It tells what types 

of paper or card to use for 

various applications and gives 

sull more valuable hints on 

saving time, effort and paper. 


PPC 1949 


Parsons Paver Company 

Hotvoke, Massacnuserts _ 

Please send me, free, without cost or obligation, 
your booklet “How to Make Your Records Legible 
and Lasting.” 


Name 

(PLEASE PRINT) 
Organization 
or Company . 


Street 


Cuy or 
Town 
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Current litereture and prices on eny of the following products and services may ve had without 
x obligetion, trom selected manufacturers. We will eiso obtain any available information on items not listed. * 


MACHINES, REPRODUCING 
. Composing 
. Direct Copying 
. Duplicating 
. Micro-filming 
. Mimeograph Slip Sheet 
. Typewriter, Electric 
. Typewriter, Manual 


FILING CABINETS 
Card File 

. Fibre Board 
. Insulated 
Metal 
Micro 
Portable 
Rotary 
Stencil 
Visible 
Wooden 


FILING SUPPLIES 
129. Cards 
11. Fasteners 
12. Folders 
13. Index Tabs 
14. Supports 


ACCOUNTING 


dding 
. Billing 


. Bookkeeping 
. Calculating 
. Payroll 

. Tabulating 


MACHINES, MAILING 
20. Dating Stamps 
. Envelope Sealers 
. Mail Openers 
. Postal Meters 
. Postal Scales 
. Sorters 
. Time Stamp 


MACHINES, MISCELLANEOUS 


. Addressing 

. Checkwriting 

. Dictating 

. Intercommunication 
. Stap pling 

. Paper Fastening 


OFFICE 


ACCESSORIES 


. Ash Trays & Stands 
. Bulletin Boards 
. Cash Boxes 

. Chair Cushions 
. Currency Trays 
. Desk Lamps 

. Desk Pads 

. Desk Trays 

. Drawer Trays 
. Moisteners 

. Name Plates 

. Pen & Ink Sets 
. Waste Baskets 


FURNITURE 


SERVICES 


. Accounting System 
. Filing Systems 
. Fire Protection 
. Floor Maintenance 


(Non-Slip) 


. Office Planning 
. Photocopying 

. Record System 
. Sales Incentives 
. Salvage Services 


Truck Alarm Systems 


SUPPLIES, GENERAL 
. Business Forms 
. Duplicating Supplies 
. Erasers (Specialized) 
. Floor Polish (Non-Slip) 
. Loose Leaf Books & 


Systems 


. Marking Devices 
. Paper Perforators 


Pens 


Pencils 
. Pencil Sharpeners 


. Staple Removers 


SUPPLIES, TYPEWRITER 
. Cleaning Material 
. Copyholders 
. Eradicable Ribbon 
. Justifier 
. Line Indicator 
. Pads 
. Ribbons & Carbons 


Stands 


. Air Conditioners TELEPHONE ACCESSORIES 
90. Cord Co 
To BEST'S INSURANCE NEWS Cabi 


75 Fulton St., New York 7, N. Y. ; i 92. Index 


94. Silencer 
95. Stands 


MISCELLANEOUS 

. Advertising Specialties 

. Birthday Cards 

. Display Material 

. Fire Extinguishers 

. First Aid Kits 

. Greeting Cards 

. Leather 
. Card Index . Percentage Calculators 
Firm Name . Duplicator . Policy Wallets 
ne . Envelopes . Promotional Gifts 
Position . Letterhead . Recording Door Lock 
. Silencer for Dictating 
Machines 
City . Visual Policy Jackets 


. Fluorescent Lighting 
. Incandescent Lighting 
. Matched Suites 


Wardrobes 


For November, 1949 - 


62 
127 
63 
111 
64 
115 
65 
32 8 | 
33 } 
34 
3 
36 : 
37 
38 73 ; 
16 105 75 . 
17 39 76 
18 40 77 
x 109 41 78 
19 42 
; 43 | 
44 
45 
46 
47 
48 
49 
54_ Desks 
Presse forward mplete in 55 
Q 
4 4 


Adjustments—from page 4! 


when it writes the risk, and any time 
during the policy term, and informa- 
tion it should certainly have at the 
time of any loss. One reason, of 
course, is that to appreciate the ad- 
justment, one should know the whole 
value. If $1,000 is alleged to be the 
value of the contents of one room, 
what is the value in the whole house ; 
is that in proportion; does it make 
sense or not? With or without co- 
insurance, the proportion of insur- 
ance to value is important, and, in- 
cidentally, the proof of loss form con- 
tains three columns—sound value, 


insurance and loss. All three should 
be completed, if only for the con- 
venience of those who reading re- 
ports always look for it in the same 
place. Many times such information 
is in the adjuster’s report, but not 
in the proof of loss. To ignore value 
in relation to the amount of insurance 
and loss is not good claims super- 
vision or good underwriting. 

The declaration form of insurance 
gives the company the right to check 
reports of values at any time, 
whether there is a loss or not. There 
should be reports of values made up 
to the time of the loss, and these 
should invariably be checked at the 


ANYWHERE 


requirements.” 


Newark © New Haven - Philadelphia - 


Our Advice 
Lo Property Owners 


ANY TIME 
ALL THE TIME 


“What you need is a competent broker or 
agent who not only knows insurance contracts, 
but also knows his way around in the insur- 
ance markets. Such an expert can relate your 
insurance to current economic conditions and 
set up a program to meet your own special 


(from an Atlantic newspaper advertisement) 


Cc 


RANCE 


ATLANTIC 


ATLANTIC MUTUAL INSURANCE COMPANY 
CENTENNIAL INSURANCE COMPANY 
FORTY-NINE WALL STREET @ NEW YORK 5, ‘N.Y. 


Albany . Baltimore . Boston . Chicago . Cleveland . Detroit . Houston - Los Angeles 
Pittsburgh Swracuse - San Francisco 


Marine, Fire, Inland Transportation, Yacht, Property Floaters, 
Automobile. Liability and Casualty Insurance 


happening of any loss under declara- 
tion form. They should be checked 
in conjunction with the loss adjust- 
ment, for several reasons, one of 
which is to ensure that the company 
has received the premium it is en- 
titled to, and the second reason, of 
course, is for the adjuster to satisfy 
himself that the insured is not using 
one basis of value for his claim and 
a different one for reports on which 
the company gets its premium. 

The value reporting clause pro- 
vides that, if the values have not been 
reported as called for by the contract, 
the amount of insurance is limited to 
the value last reported before the fire 
That is a limitation of the amount of 
insurance, itself, not a contribution 
clause. If, however, the insured in 
his last report made prior to fire, 
whenever made, has under-declared 
values, the full reporting clause says 
that he may only receive that part of 
the loss that the last reported value 
bears to the true value as of the time 
of the report. It becomes the same 
as a co-insurance contract when the 
insured neglects to place or maintain 
enough insurance. I suppose the 
theory of it is, if this is an honest 
error, he would have made the same 
honest error, and become a contribu 
tor. The company contributes on the 
same proportion of value for which it 
would receive premium. 


Indirect Losses 


There is quite a range of various 
coverages, what we call “loss after 
the loss,” loss of earnings, that some- 
times, but not always follow direct 
damage. Each of them requires care 
in handling, but none of them are 
terribly intricate for one who will 
read the contract and apply it in- 
telligently. It is usually desirable to 
have a meeting of minds with the 
insured immediately following a fire. 
He should be reminded, both of his 
rights and obligations under the con- 
tract. All contracts are limited to the 
actual loss sustained. Loss of earn- 
ings doesn't inevitably follow physi- 
cal damage. The insured must decide 
whether he is going to make a claim. 
Does he consider he is going to have 
a loss of earnings ? 

When it is going to be a long in- 
terruption of the business, is it usual 
to estimate the loss and pay it? The 
answer is “Yes.” The purpose of 
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such insurance is to put the insured 
in the funds he would have had in 
normal working of business. It is 
usually possible to arrive at a fair 
estimate of a business interruption 
loss and settle without necessarily 
waiting until there is full resumption 
of business. 

Continuing expenses are not 
claimable unless actually incurred. 
The insured isn’t supposed to claim 
for continuing wages and salaries, if 
not paying them. 

The interest of the tenant in ten- 
ants’ improvements is for the term 
of the lease. If I rent a building 
under a 5-year lease and spend $5,- 
000 for improvements, I have an in- 
vestment on which I expect to earn 
by increased ‘“‘value-in-use.” I am 
really paying an extra thousand dol- 
lars a year rent in advance; at the 
end of the five years I will have 
“used” the whole amount ; I have no 
further interest in the improvements. 

sut, if, in the first year, there is a 
fire that is sufficient to cause cancel- 
lation of my lease and I lose the right 
to enjoy the use of those improve- 
ments, then my loss is the unearned 
value of improvements to me at the 
time of loss, even though the physical 
damage may not be that much. 
“Lease-hold value” is rather unusual 
but it is a legitimate insurable in- 
terest. If a man has a lease and any- 
thing happens to cancel it, his insur- 
able interest is his “profit” or the 
difference between what he is paying 
and what he would have to pay in 
the same or other premises. 


Losses Other Than by Fire 


There is an important difference 
between something that is burnt or 
partially burnt where there is physi- 
cal evidence that it is gone for all 
time or damaged and on the other 
hand, something that has been stolen 
hut still exists. “Where there is life, 
there is hope,” they say. With stolen 
goods, there is always a possibility 
of recovery, if you are smart enough 
and quick enough. That brings us 
back to the question of the selection 
of the adjuster. Some claims want 
an investigator more urgently than 
an adjuster. 

A few years ago a jewellery store 
in a small Ontario city was burglar- 
ized a week before Christmas. There 
were about $15,000 worth of rings 
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lished a colony and fishery 
two miles east of the present 
city. The excellent harbor 7 
and fine timber made ship- 
building inevitable and en- 
couraged the merchant 


Portsmouth since 1885. 


Incorporated 1869 
MANCHESTER, 
NEW HAMPSHIRE 


and watches taken. The agent re- 
ported the loss to a local adjuster. 
Somebody reported it to the local 
police who may have informed 
Toronto and one or two other places, 
but the adjuster proceeded to “‘ad- 
just” the loss. The Holiday spirit 
was abroad and no very energetic 
steps towards the tracing and possi- 
ble recovery of the loot were taken 
until after Christmas. By that time, 
those watches and rings had prob- 
ably been sold at railway stations, 
army camps and other places where 


traditions of a storied past live with modern commerce in an 
atmosphere of charm was first visited in 1603 by Martin Pring. 
Later Sir Fernando Gorges and Captain John Mason estab- 


class under whom Portsmouth ar its greatest glory. The 
prosperous West Indian trade made possible the delicately 
designed mansions which are evidences 
of the wealth and culture of former days. 
THE GAZETTE, oldest newspaper in 
the United States, has been continuously 
published in Portsmouth since 1756. 
Backbone of the modern city, which is 
a popular summer resort and shopping center for a large area, 
is the United States Navy Yard, devoted to submarine build- 


ing and repair. The Home Office of the 


Granite State Fire Insurance Company, as 
sound and solid as its name, has been in 


NEW HAMPSHIRE 


FIRE INSURANCE COMPANY 


OUTH 


GRANITE STATE 
FIRE INSURANCE COMPANY 
Incorporated 1885 


PORTSMOUTH, 


NEW HAMPSHIRE 


Service people were going and com 
ing on Christmas leave and looking 
for gifts for wives, sweethearts and 
friends. It wouldn't be the least bit 
of trouble to sell such stuff in a 
Christmas week. 

The point I want to make is that a 
very capable fire adjuster may have 
little or no experience with a loss of 
that nature. There was certainly 
nothing done towards possible re- 
covery of those goods until it was 
too late. I mention that merely to 


(Continued on the next page) 
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Adjustments— Continued 


emphasize the point that the same 
man or men are not necessarily quali 
fied to handle all kinds of losses. In 
all salvage matters anv need for ex 
perts should be promptly recognized 
and acted upon. Ina large adjust 
ment organization there might well 
hea special department to tollow up 
possible recoveries from third parties 
under subrogation. 

We are all under a great strain 
these days; every company office ts 
trving to handle a swollen volume ot 
business and claims. Standardization 


and uniformity in both proot of loss 


Who’s to blame? That's what this manu- 
facturer wants to know when he says— 


“During the night the railroad spotted a freight 
car on the siding of my manufacturing plant. 
When my plant opened in the morning the car 
was in the way, and my employees attempted 
to move the car a short distance by hand. The 
freight car broke away, running loose down a 
slight incline. It left my premises and two blocks 
away crashed into an automobile at a public 
crossing, damaging the automobile and injuring 


forms and the set-up of adjusters’ re 
ports would save the time of those 
who have to read, check and approve 
them. \ uniform arrangement of the 
vital details and the story of the loss, 
circumstances before, during and 
after, and the adjustment, with fig 
ures presented in graphic form 
The same for adjusters’ 

counts. Uniformity im presenting 
Where 


there is more than one company and 


them is) most desirable 


fees and expenses are prorated, the 
total should be shown and the break 
down of it. 

The companies have urged and 
continue to urge adjusters to resolve 
all reasonable doubt taveur of 


freight car. 


the insureds and to faithfully fulfill 
every promise contained in their con 
tract; therefore, an agent or broker 
cannot fairly complain if adjusters’ 
reports are treated as privileged and 
confidential, It is not the intention 
here to suggest that the agent should 
net enjoy the full contidence of his 
companies. Co-operation and under 
standing between the agent and com 
panies are of prime importance, 
Within the scope of that understand 
ing should be the realization that the 
adjuster is the emplovee of the com 
pany and the results of his work 
should be directed to the company 
for such use as the judgment of the 
company dictates 


the occupants. There was no damage to the 


“Would my Comprehensive General Liability in- 
surance policy cover the damaged automobile 
and the injured occupants?” 


Could you answer the question? 


When you don’t know the answers your business is apt 
to get out of hand. After all, information about the 
policies you sell is the basis of service . . . and the back- 
bone of your business. 


You won't find agents of the Royal-Liverpool Group 
slipping up on Comprehensive General Liability sales 
— not when they can turn to productior and under- 
writing staff specialists for information and assistance 
Answer to the quoted question is contained in the Group's current 


issue of ‘True or False.’ Your copy is available on request to 
our Advertising Department. 
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UNIFORM ACCOUNTING 
COMMITTEE 


OMPOSED of stock, mutual, 
and independent fire 
and casualty groups, the Industry 
Uniform Accounting Committee has 
been formed to consider, among 
other matters, operating accounts, 
functional accounts, methods of ex 
pense distribution and supporting 
records as provided for by uniform 
accounting regulations. It will pro 
vide a forum to 


ments to and interpretations of uni 


consider amend 
form accounting instructions, as well 


as changes annual statement 
blanks, and is intended to serve as 
a clearing house for all suggestions 
emanating from companies and or 
ganizations to assure that no sug 
gestion will create pre blemis for any 


other group 


The following organizations com 
the Industry 
American Reeiprocal Insurance .\s 
sociation, \ssociation of 
and Surety Companies, 

Factory Mutual Fire 

Companies, Mutual Insurance Sta- 
tistical Association (Casualty Insur 
ance), Mutual Insurance Statistical 
Association (Fire Insurance), Na- 
tional Board of Fire Underwriters 
and National Association of Inde 
pendent Insurers. Chairman of the 
committee is T. F. Tarbell 


prise Committee : 

Casualty 
\ssociated 
Insurance 


SAFETY RESPONSIBILITY 
LAWS 


VARETY responsibility laws of 
new security tvpe afford a 
means of protecting the public equal 
to that afforded by a compulsory 
law, without entailing many of the 
undesirable 
herent under a 
Richard C. Wagner, manager of the 
casualty department of the Associa 
tion of Casualty and Surety Com 
panies, declared in a recent address 
hetore the Rhode [sland \ssociation 

\gents. The entire 
the past 22 vears, he 


results seemingly in 


compulsory law, 


of Insurance 
trend during 
said, has been away from compul 
sory insurance and toward safety re 
sponsibility. laws. Security typ 
safety responsibility laws have been 


enacted im 25 states and Hawan 
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RECORD CONSTRUCTION 
REPORTED 


PILCTACULAR increases in the 
of building and 
construction contracts awarded dur- 
ing September in the thirty-seven 
states east of the Rocky Mountains 
are reported by F. W. Dodge Cor- 
poration. The total of $1,093,724 ,000 
is the highest reported for a singie 
month since June 1942 when war- 
time construction was at its peak. 

It was the time in the 
Dodge statistical series dating back 
to pre-boom years in the Twenties 
that more than a billion dollars in 
awards were reported for a single 
month in the thirty-seven eastern 
states, the corporation reported. 

The record volume canceled def- 
icits of earlier months to bring the 
cumulative dollar volume for the 
first three quarters of the year to 1 
per cent higher than in the corre 
sponding nine months of 1948 


second 


W. C. LAW PAMPHLET 
NACTMENT of 


state) workmen's compensation 
laws during the 1948 and 1949 legis 
lative sessions has prompted the pub 


changes in 


lication by the Association of Cas 
ualty and Surety Companies of re 
Workmen's 
Law Pamphlets for Arkansas, [ou 
istana, New Jersey and New York 

Now distribution, 
each pamphlet contains a digest and 


vised Compensation 


available for 


complete text of the compensation 
law, together with pertinent supple 
laws, imeluding latest 
and, in addition, the 
annotations of decided since 
publication of the previous edition. 
Single copies of the pamphlets are 
$1.00 and may be from 
Editor, Law Publications, at the 
\ssociation offices, 60 John Street, 
New York 7, N.Y. Special prices 


are offered for quantity orders 


mentary 
amendments 


cases 


obtained 


THE OLDEST INSURANCE 
COMPANY IN THE WORLD 


SS FIFTH AVE., NEW YORK 


HEMISPHERIC INSURANCE 
DAY 


HE Chamber of Commerce of 

the United States will sponsor 
annual observance of Hemispheric 
Insurance Day throughout the West 
ern Hemisphere, beginning next 
year. The day set is May 14, rec- 
ommended by the Second 
spheric Insurance Conference. 


Hemi 


The Chamber's action was author 
ized by its board of directors and 
was proposed by its Insurance Com 
mittee, of which Carl N. Jacobs, ot 
Stevens Point, Wisconsin, is chair 
man, 


MUTUAL AGENTS HIT 
COUNTERSIGNATURE LAWS 


GENTS’ countersignature laws 
_— under heavy attack by 
Hugh H. Murray, Jr., retiring presi 
dent of the National Association of 
Mutual Insurance Agents, in his re 
port of his administration at the an 
nual convention of the association 
last month. Mr. Murray opined that 
the original passage of these laws was 
dictated by seltish considerations and 
that under present legal concepts of 
msurance as commerce there may be 
considerable questioning of an agent 
in one state receiving a large share 
of the commission simply because he 
has signed a policy upon which virtu 
ally all the service has been rendered 
by an agent in another state. The as 
board of directors en 
dorsed this stand in a resolution con- 


seciation’s 


demning countersignature fees as not 
in the public interest 


State agents’ qualification laws 
were backed in another resolution 
passed both by the board of directors 
and the membership as a whole. The 
Hoover Commission's recommenda- 
tions for Federal governmental re- 
organization also official 
support by the association. Progress 
was reported on the creation of the 


received 


all-risk residence physical damage 
policy which aroused such interest 
last spring. .\ completed form. is 
hoped for within a year. Corey G 
Hunter of Moravia, N. Y. 
elected president of the association 
for the coming year, 
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Industrial Lines—from page 32 


this type of insured. Having estab- 
lished connections with carriers so 
qualified, it is then, in my opinion, 
most important that the agency be- 
come well acquainted with the man- 
agement of that company and its 
methods of operation. When you 
have become well acquainted with 
an insurance company and its man- 
agement you will find that they have 
a certain amount of individuality. 

Not all companies look upon a 
given problem in the same manner 
and the agent’s knowledge of the, 
shall we say, mental approach that 
the company will pursue in arriving 
at a decision will be of invaluable 
assistance to him, time will be saved 
and the possibility of coming to an 
agreement will be greatly enhanced. 

I confess that this is something of 
an intangible but I am sure that my 
reader recognizes its existence. It is 
the same sort of a situation that ex- 
ists where any two parties must work 
in unison but have somewhat differ- 
ent approaches and somewhat differ- 
ent problems to face. 


Too often the agents and the com- 
panies overlook the fact that they are 
striving for the same goal. We are 
selling their products. If we don’t 
sell their product, their volume 
shrinks and we are out of business. 
It sometimes amazes me, therefore, 
to find these two interests, which are 
wholly dependent upon one another, 
getting along with about the same 
success as you would expect from a 
meeting between Stalin and the late 
King Alphonso of Spain. 

Agents can accomplish much to- 
wards correcting this situation in 
their every day dealings with these 
most important associates. Our com- 
pany friends, of course, also have an 
equal responsibility in this regard 
though, I am sure, you will agree 
that considerable progress has been 
made in this direction during recent 
years. Unfortunately, there is still 
considerable room for improvement 
on both sides of the fence. 

A client or prospect cannot fail to 
be favorably impressed with an agent 
who is thoroughly familiar with his 
company’s methods of doing busi- 
ness. This assures him that the agent 


TWENTY-FIVE YEARS 
of PROGRESSIVE DEVELOPMENT 
enables COMMERCIAL STANDARD 


to offer to selected agents 


in selected territory its 
Multiple Line facilities: 


Automobile (All Coverages) 
Workmen’s Compensation 
Public Liability 
Burglary 
Plate Glass 
Bonds 


FIRE, TORNADO, INLAND MARINE 


COMMERCIAL STANDARD 


Insurance Company 


FORT WORTH, TEXAS 
NO STANDARD HIGHER THAN COMMERCIAL STANDARD 


has the confidence of the insurance 
company and that he is doing busi- 
ness with someone who is a valued 
client of the insurance carrier with all 
that this implies. 


Business Development 


Of course, of paramount im- 
portance is the development of new 
business. Probably the best possible 
method of securing a large indus- 
trial insurance account is to marry 
the president’s daughter. There are, 
of course, a limited number of ac- 
counts that can be secured in this 
fashion. 

Seriously, the most important 
sources of new business have always 
been the recommendations of some 
satisfied client. Given a proper in- 
troduction by one of the agency's 
friends, the chances of securing the 
account at some time are excellent. 
This of course, is particularly true 
if the account has not been properly 
serviced by the agent who currently 
controls the business. Your facilities 
then produce the result for which 
they are designed. 

Of course, new business must be 
constantly solicited and in this con- 
nection, prospect files should be set 
up. We must keep ourselves fully ad- 
vised concerning all industry located 
in our community and develop wher- 
ever possible information as to how 
their insurance program is handled 
and who is handling it. This in- 
formation should then be incorpo- 
rated in the prospect file and diaried 
for attention. Periodically these pros- 
pects should be called upon in order 
to determine if it is possible to secure 
the business for our office. There is 
thus available a constant potential of 
new business which the agency is try 
ing to secure through convincing 
these firms that the services they are 
capable of performing will be of real 
value to them. 

As to how to convince these pros- 
pects to try your product, each sales- 
man pursues a somewhat different 
method to accomplish this end. My 
approach might and probably would 
be of little value to others, as a 
mattter of fact, on a number of oc- 
casions it hasn't done too well for me. 

Here again, though, we feel that 
the best job can be done by an indi- 
vidual who has a good general 
knowledge of the insurance business 
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and who is a specialist in one par- 
ticular line. He should be capable of 
answering any normal inquiry about 
any line in a proper fashion and his 
knowledge of a particular line will be 
of great assistance in commencing a 
conversation and demonstrating that 
he is fully conversant with that line, 
thus indicating to the prospect that 
he is representing an organization 
that is well informed. 

Buyers of insurance for industrial 
accounts are in many _ instances 
extremely well informed concerning 
the insurance which their firm is 
purchasing. If the representative of 
any agency demonstrates to that 
buyer that he is not as well ac- 
quainted with the product that he is 
trying to sell as is the prospective 
purchaser, it cannot fail to reflect 
very unfavorably on the office he 
represents. Not only is that indi- 
vidual prospect no longer a prospect 
but in conversation with other poten- 
tial customers, the office’s reputation 
may suffer severely. 


Direct Mail 


We have had a great deal of suc- 
cess in circularizing a carefully se- 
lected list of industrial organizations. 
I think that this is due to the fact 
that it has not been a scheduled mail- 
ing program but rather whenever 
something developed of particular or 
unusual interest to industry or a seg- 
ment of industry, we have addressed 
a letter on our regular letterheads 
to all interested companies outlining 
the matter in question. In some in- 
stances the subject treated with did 
not have a direct connection with 
insurance but indirectly an insurance 
problem was in the offing, and the 
subject could be of considerable im- 
portance to them. 

In talking with people who re- 
ceived these letters I have been told 


that they have recognized the fact ! 


that these communications are not 
simply a part of a program and con- 
sequently they do not throw them in 
the basket without giving them at- 
tention. I am not discounting the 
importance of mailing campaigns ; 
however, I am simply pointing out 
that to at least this class of insurance 
buyers a scheduled mailing approach 
is somewhat ineffective. We our- 
selves on occasion use the campaign 
form of mailing solicitation but it has 
been our experience that in dealing 
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The story of the dog sled and the story of fur 
trading are inseparable, and this interwoven 
tale is part of the American tradition. Even 
today the dog sled transports pelts from snow- 
bound hinterlands to various terminals. 
wraps are so popular that almost every Ameri- 
can woman wears one. Prospects for the fur 
floater live everywhere and are easily convinced 
that their costly investments deserve this in- 
expensive protection. 


By maintaining complete world-wide underwriting, service 
and claim departments, Appleton & Cox, Inc., marine mana- 
gers since 1872, is ready to assist brokers and agents to develop 


their fur floater writings. 


Fur 


MARINE INSURANCE WORLD WIDE 
111 John Street, New York 7, New York 
BRANCHES IN PRINCIPAL CITIES 


with industrial accounts the contents 
of the letter are considerably more 
important than is repetition. 


Keep Current on Developments 


I have perhaps laid an undue 
amount of stress on experience with- 
out pointing out one other important 
consideration. It is not sufficient to 
have been trained in the business but 
it is of extreme importance that you 


keep abreast of developments. A day 
hardly goes by where some change 
is not made in our business which 
either directly or indirectly will af- 
fect one of the customers of your 
office or possibly one of your pros- 
pects. You can only keep up to date 
by carefully following the trade 
journals, discussing insurance prob- 
lems with company representatives 
and most important of all, being ac- 
tive in associations. 
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Our Industry—from page 29 


effect of the life insurance programs 
has been not only to provide low-cost 
insurance under extra-hazardous 
conditions to armed forces personnel 
and vital protection to their bene- 
ficiaries, but it has had the additional 
effect of making many veterans in- 
surance-conscious and has stimulated 
the buying of other insurance gen- 
erally. This is one good side of the 
picture. 


REINSURANCE 
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= 


Henri G. Ibsen 


President 


90 JOHN STREET 
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On the other hand, it is also evi- 
dent that government itself has be- 
come increasingly insurance-con- 
scious during the past fifteen years, 
and wherever a need for coverage 
has been shown, government has 
been quick to supply that need. Is 
not this our fault ? 


A Minimum of Interference 


If private insurance does its job 
and does it well, the role of govern- 
ment in insurance should be held to a 
minimum of interference eni- 
ployer-employee relationships. Prop- 
erly regulated, private insurance is 
already experienced in its several 
fields and should be given the oppor- 
tunity to prove that it can properly 
serve the needs for social ad other 
insurances now being conducted by 
our governments. If we should prove 
unequal to this responsibility. then, 
naturally, the governments, state and 
federal, would be required to con- 
tinue such activity. When insurance 
performances become less than the 
promise, dissatisfaction ensues and 
this dissatisfaction results in- 
creased tensions between the em- 
plover and employee relationships 
which are receiving so much atten- 
tion today. 

The recent decision of President 
Truman's) Fact-Finding Board of 
the Steel Industry in suggesting pen- 
sions and retirement funds all to be 
paid by the emplover gives us further 
evidence of a trend. The outcome of 
the so-called “Dollar” meeting at 
Washington also gives us plenty of 
food for thought. A further devalua- 
tion of our dollar will vitally affect 
our insurance reserves and insurance 
payments. A further devaluation of 
the dollar will bring about another 
period of inflation and unrest. We 
have already emerged from one try 
ing period of capacity, so let us lend 
our efforts to doing all we can to 
prevent or minimize another such 
period 

I do not wish to conclude without 
mentioning a situation very close to 
my heart, and this is an appeal to 
the regulatory ‘authorities of our 
business to cooperate more closely 
with other government bureaus hav 
ing to do with licensing of drivers 
and of elimimating the unfit: from 
further opportunity to drive on the 
highways 


Only a short time ago Margaret 
Mitchell, authoress of “Gone With 
the Wind,” was struck down in the 
streets of her beloved Atlanta by a 
driver with a record of twenty-two 
previous convictions, many of them 
serious. 

With her death, this driver was 
indicted and will undoubtedly pay 
a heavy penalty for his transgres- 
sion, but is he solely responsible for 
the accident? My answer is “no” 
for the simple reason that a driver 
with a record such as his, with 
twenty-two offenses, should have 
been barred from the highways long 
ago. There is a crying need of a 
closer cooperation of our insurance 
regulatory authorities with such en- 
forcement bodies as the American 
Association of Motor Vehicle Ad- 
munistrators and the International 
Association of Chiefs of Police, all 
to the end of spotting the incom 
petent driver or the driver with im 
paired sight, hearing, or reflexes, and 
eliminating him from the highways 
of this country. 

One of the chief physical defects 
of our drivers is) the so-called 
“tunnel” vision driver. In a recent 
report of the American Association 
of Motor Vehicle Administrators the 
statement is made, which is grimly 
supported by accident statistics, that 
there are three million “blind” driv 
ers on our highways whose vision ts 
the “tunnel” vision which gives the 
driver a visual handicap such as a 
horse has when blinders are put on 
him. Only through more stringent 
driver license requirements of actual 
physical examination can such people 
he spotted through visual tests. 
There have been too many accidents 
where drivers have killed people they 
did not even see 


Proper Driver Licensing 


I am pleased to state that it is the 
current policy of Massachusetts 
highway officials to hunt down such 
repeaters as the one who killed 
Margaret Mitchell, and they would 
have had this killer either in jail or 
ruled off the road before such a trag 
edy could occur. | mention Massa 
chusetts because of my close contact 
with it, but there are other states 
where like action would have been 
taken. On the other hand, we do 
know that in the entire field of driver 
licensing there is much to be desired 


Best's Fire and Casualty News 


onstitulion 
‘ 
2 
Reinsurance 
\ 
y 
¥) 
° ‘ 
j 
e 
| 
: 80 


Driver licensing should go beyond 
possible income to a state 

President Truman, at the last 
President's Highway Safety Con- 
ference in June, made a very telling 
statement when he said in substance : 
“Tam ashamed of my home state of 
Missouri where anyone can buy a 
driver's license in a drugstore for 
25¢, when it takes a fireman twenty 
years in the cab of a locomotive be- 
fore he puts his hand on a throttle.” 
Every law enforcement agency and 
all of the daily newspapers must in 
crease their cooperative efforts to 
stop this terrible annual slaughter. 

I was gratified a vear ago to tind 
out the splendid manner in which 
agents have taken up this  satets 
movement. Now we must cause our 
commissioners and their coordinat 
ing agencies to do all they can in 
their respective states tO sponsor 
laws which will permit only the fit 
to operate our modern, high-powered 
cars. 


Reasonable Profit 


My last two remarks are directed : 
first, to the insurance commissioners, 
and secondly, to our agents more 
essential to us than vice-presidents : 
we control the “VLPs.” but not the 
conmmissioners or agents. 

Commissioners-—“Give us this day 
our daily bread”— by which I mean 

do not fear to openly state that the 
insurance business has a proud rec 
ord but it must depend on the free 
enterprise system which means 
protit. Be less prone to order re 
duced rates immediately upon a flood 
tide toward profit. Let us take up a 
little of the slack tide of a period of 
profit so that we may better combat 
the hurricane flow tides of loss, and 
may better measure the mean tides 
of any business cycle. 

And to the agents—1 can quote 
nothing better than a message to our 
producers by my beloved and honor 
able sire, written in our house organ 
over twenty-five vears ago. He said, 
“Competitors we may be, one com 
pany with another and agent against 
agent, but the mupetition should he 
purely on a basis of service not on 
price. The company whose protec 
tion cannot be sold on its merits 
alone must be lacking, and the agent 
whe cannot sell except by underbid 
ding competitors can hardly measure 
up as an insurance counsellor and 
expert in this line.” 
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Have You Seen “What's What”? 


The next time an Employers’ Group representa- 
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**Ready-to-serve™ ability 
that is demanded of In- 
surance rests on reserve 
strength and stockpiled 
capacity. Reinsurance is 
an element here: we 
build it carefully with 
that in view. 


KANSAS CITY 
NEW YORK CHICAGO SAN FRANCISCO LOS ANGELES 
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Employee Benefit Plans 


HE search tor economic se 

curity has been intense during 

the last two decades. The tra- 
ditional method of providing eco 
nomic protection in the United 
States had been individual thrift and 
saving, plus some forms of insurance. 
As factories and the wage system 
became dominant, the old methods 
often proved Under 
modern conditions, such economic 
crises as the onset of old age and 
retirement, unemployment, death of 
the breadwinner, accident, sickness 
and disability may entail such finan 
cial losses and extra expenditures as 
to threaten the support of the indi- 
vidual and the family. 


inadequate. 


Variety of Voluntary Plans 


Organized and institutional efforts 
to provide protection against eco 
nomic hazards have been along two 
chief lines: (1) those enacted by 
government, and (2) those by volun- 
tary plans usually organized by em 
ployers, workers, and commercial or 
non-profit organizations. Govern- 
mental systems include Workmen's 
Compensation Acts, Railroad Re- 
tirement Act, Federal Social Secu- 
rity Act, State Disability Compensa- 
tion Acts, and Unemployment Com- 
pensation Systems 

Voluntary plans have taken a 
variety of forms. Chief among these 
has been the employee benefit plan, 


For November, 1949 
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ECONOMIC SECURITY 


organized in factories, offices and 
other establishments. As an institu- 
tion, it is over a century old, but it 
has experienced a meteoric growth in 
very recent times. About 60 percent 
of present plans have an origin since 
1940 and about 75 percent 
1935. 


since 


The science of analyzing @ situation 
through the use of the survey method 
has become increasingly accepted during 
recent years. Granted an unbiased ap- 
proach and a scientific choice of samples, 
the results are extremely valuable in pre- 
senting a concise picture of a large vol- 
ume of facts. We believe this Midwest 
survey to be of such significance that 
we have not attempted to condense it 
to the limits which would be necessary for 
publication in one instalment. Instead, 
it will appear in two parts, the first in 
this issue and the second in December. 


While it has been common obser- 
vation that employee benefit plans 
have grown, there has been a lack 
of knowledge as to the volume of 
services performed by them. In order 
to find out the prevalence of volun- 
tary plans and their coverage, the 
Research Council for Economic Se- 
curity of Chicago undertook, in 1948, 
a series of surveys in chief metro- 
politan areas of this country. Large 
cities were chosen as survey terri- 
tories because the urban environment 
and economy have heightened the 
conditions of insecurity for the 
worker. 


This study is a compilation and 
summary of the surveys of employee 
benefit plans in six large metropoli- 
tan areas made by the Council. These 
areas were Chicago, Minneapolis, St. 
Paul, St. Louis, Pittsburgh, Cleve- 
land, and Detroit. Because they are 
all located at dispersed positions be- 
tween the Appalachian and Rocky 
Mountains, the name of “Midwest” 
has been given both to this large 
region and to this study. 

Data were collected in the course 
of each survey by mailing question- 
naires on employee benefit plans to 
samples of employers of labor. These 
employers were asked to indicate the 
existence of any of the following 
plans in their firms: life insurance, 
pension and retirement systems, pre- 
paid hospitalization, prepaid surgical 
benefits, prepaid medical care, or- 
ganized cash sickness benefits, and 
paid sick leave. In addition, the em- 
plovers were to give the carrier, 
coverage of employees, and method 
of financing each plan. 


Method of Sampling 


Samples of business firms and 
other employers were compiled for 
each metropolitan area by using 
business directories, telephone direc- 
tories and by chance selection. All 
available names of firms employing 
100 or more were used, plus a sam 
ple of those with less than 100 
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Benefit Plans—Continued 


workers. The latter were as repre- 
sentative as a chance selection would 
make. 

The samples were fairly represent- 
ative of all firms and employment in 
the metropolitan areas. While con- 
stituting only a small fraction of all 
firms in the areas, they did include 
more than one-half of the total em- 
ployment. The sizes of the samples 
were not in proportion to the sizes of 
the cities because convenience in mak- 


ing the survey often determined the 
size of the sample. Of all firms con- 
tacted, 38.7 percent returned com- 
pleted questionnaires, which is a 
good response. The total of em- 
ployees reported by them made up 
34.6 percent of total employment in 
these six areas. 

In spite of the fact that this survey 
territory is only one region of the 
United States, it is a significant one. 
It is the seat of diversified commerce 
and industry. Although specializing 
in iron and steel, automobiles and 
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agricultural implements, there are 
many other varieties of goods manu- 
factured and traded by both large 
and small firms. 

The purpose of life insurance, as 
included in employee benefit plans, is 
protection against economic losses 
incidental to the death of the bread- 
winner. Most of the programs re- 
ported in this survey were group 
plans. To many of the emplovees, 
such insurance is a means of obtain- 
ing protection, sometimes serving as 
a foundation upon which to build 
added protection. By others, it is 
taken as incidental to employment. 
A common practice is to relate the 
amount of the } jlicv to the wages of 
the worker. 

62.5 percent of the reporting firms 
have plans, which cover 76.4 percent 
of all workers of respondent em- 
ployers. Nearly all the plans, 97.2 
percent, are underwritten by insur- 
ance companies. The remainder are 
scattered among four other types of 
carriers. 


Life Insurance Plans 


Both the prevalence and coverage 
of life insurance plans are in direct 
ratio to size of firm. The percentages 
for firms with 1000 or more em- 
ployees are practically twice those 
for firms with less than 100. Group 
organization is easier to establish in 
large firms; moreover, there is a 
stronger feeling of responsibility for 
the maintenance of group welfare 
plans by management. Among indus- 
try groups, transportation, manu 
facturing, and finance rank highest 
with around 80 percent of their em 
ployees covered. Retail and whole 
sale establishments, along with serv 
ice firms, occupy an intermediate 
position with coverage of 59.5 and 
60.0 percent, respectively, while the 
construction industry has only 42.2 
percent of its employees covered. 
Many of these are small firms with 
considerable mobility of labor—con- 
ditions which discourage the forma 
tion of employee benefit plans. The 
returns from the mining industry 
were too few to allow reliable con 
clusions. 

Salaried workers are covered to a 
slightly greater extent than the 
wage-earner class. Coverage is much 
lower for other types of employees, 
such as agents, salesmen, etc. The 
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salaried worker feels more need for 
life insurance and is more closely 
attached to the firm. 


Method of Financing 

The method of financing is an im- 
portant feature of employee benefit 
plans. Slightly over one-half of the 
firms with plans bear over 50 percent 
of the cost. In terms of employees 
covered, the burden of financing is 
borne about equally by employer and 
worker. In terms of plans, the most 
common practice is for employers to 
stand 100 percent of the cost. In 
terms of covered employees, the most 
commion practice is for the firm to 
stand between 1 and 49 percent, 
while the employee pays the re- 
mainder of the cost. 

This survey shows life insurance 
plans to be well-established with a 
high volume of coverage. They are a 
convenience for the worker. Pay- 
ment of premiums by means of de- 
duction from wages affords a method 
of sure and regular financing. Man- 
agement of group plans is relatively 
easy because premiums and indemni- 
ties have been determined by actu- 
arial methods. Acquisition of the in- 
surance is voluntary on the part of 


the employee, and can be adjusted to 
his needs and resources. 


Pension and Retirement Plans 

Figures from this survey of six 
metropolitan areas do not show a 
high prevalence of plans. Only 29.9 
percent of reporting firms have pro- 
vrams, which cover 39.8 percent of 
all reported employees. Percentage of 
coverage is higher than that for prev- 
alence because large firms, which 
bulked more heavily in the returns, 
are more likely to have retirement 
systems. Insurance companies are 
used as carriers by more plans but a 
larger percentage of covered em- 
ployees are under pension trust sys- 
tems. Of firms with plans, 19.2 per- 
cent manage their own programs, 
largely in order to adjust contribu- 
tions and benefits in accordance with 
their own wishes. Choice of a car- 
rier is related to the need for main- 
tenauce of adequate reserves, as well 
as to the need for continuity and 
permanency of the system. 

The existence of a pension plan is 
in direct ratio to size of firm; large 
establishments with 1000 or more 
employees are more than three times 
as likely to have a system than those 
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It's the biggest news in A. & H. coverage in years—a broad, new Blanket Medical 
Expense Policy for accidents AND sickness—a policy you can sell to men, women 
and children! The medical expense coverage for sickness is available in limits 
of $250 to $500 ($25 deductible)}—accident limits are $250 to $2000 (full 


Fer a family of three—husband, wife ond child, you can provide $500 each 
accident and sickness blanket coverage—ot a premium they can offord to pay. 
So there it is—the most important A. & H. news in a decade—today's greatest 
A. & H. sales opportunity! The new PROTECTOR Blanket Medical Expense 
Policy can put your agency way out in front—with the only contract of its kind 


WRITE FOR SALES KIT—Write today for complete Protector Medical Ex- 
pense Sales Kit and learn how “American” can help you build business! 


PENNSYLVANIA 


with less than 100. This is true with 
reference to both prevalence and 
coverage of plans. The figures by in- 
dustry groups vary a great deal. If 
the mining industry be disregarded 
because of small number of cases, the 
transportation and finance industries 
are practically tied for top rank in 
prevalence of plans. Around 20 to 30 
percent of firms in the manufactur- 
ing, trade and service industries have 
plans, while the construction group 
is lowest with 12.7 percent. The 
above order is nearly the same for 
coverage. The transportation indus- 
try has no less than 88.1 percent of 


its workers covered; the finance 
group has 56.5 percent; other in- 
dustry groups have coverages around 
20 and 30 percent. The causes of 
these differences lie in policy of 
management, permanence of the la- 
bor force, and type of employee. 
There is considerably higher cover- 
age for the salaried than for the 
wage-earner class, a difference of 
19.2 percent. The coverage of 
“other” type of employees, including 
agents, salesmen, etc., is very low. 
The cost of supporting pension and 
retirement plans rests very largely 
(Continued on the next page) 
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Insurance service is like a suit 
—it should fit you, make a good 
impression on your Clients, 
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@ Prompt, personalized service, 
coast to coast. 


ie @ A sound financial structure 
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changing conditions. 
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Benefit Plans—Continued 


upon the employer. In 96.3 percent 
of plans, the firm pays 50 percent or 
more of the cost for 95.2 percent of 
covered employees. 

There are many questions as to 
the future of voluntary pension 
plans. Federal Old Age and Sur- 
vivors Insurance provides a floor of 
protection for a large part of the 
country’s workers and its extension 
to most of the remainder is being 
considered. Those employers who 
contribute to OASI may feel that 
they have discharged their obliga- 
tions. One of the chief arguments 
for spread of voluntary plans is the 
inadequacy of benefits under OASI ; 
and it is true that many present em- 
ployee pension programs are con- 
sidered as supplementary in char- 
acter. There are special 
motives back of voluntary pension 
plans, such as benefits for special 
classes of employees, for instance, 
salaried persons and executives; or 
rewards for past services; or even 
in some cases, the device of paying 
wages, salaries and bonuses. Some 
firms tie a profit-sharing arrange- 
ment to the financing of pension 
programs. 


Prepaid Hospitalization Plans 


The last decade has seen a tre- 
mendous growth in this program of 
protection against the costs of cata- 
strophic illness. It is estimated that 
at present around 55,000,000 ‘per- 
sons are under prepaid hospitaliza- 
tion, of which a considerable number 


are enrolled employee benefit 
plans. The factory and office have 
been found suitable as centers for 


group plans, protecting employees 
and in most cases being extended to 
dependents. 

Prepaid hospitalization plans were 
found to Midwest 
region with 79.0 percent of reporting 
firms having programs, and cover- 
ing ri Brg percent of all reported em- 
plovees. There race he- 
tween insurance companies and Blue 
Cross as carriers. The latter has 60.5 
percent of existing plans but a lower 
percentage of all covered employees 
viz., 51.8 percent. 
panies were 


be common in the 


is a ck se 


Insurance com 
earliest in the field but 
Blue Cross plans have had a phe 
nomenal growth in the last ten vears 


Prevalence of plans follows di- 
rectly with size of firm, but the range 
of difference is not as large as in the 
case of life insurance and pension 
plans. percentage of emplovees 
covered, there is a difference of only 
9.0 percent between the classes of 
largest and smallest firms. Small 
establishments may find difficulty in 
organizing a group plan, while others 
do not favor this type of protection 
for various reasons. Among the in- 
dustry groups, there is little differ- 
ence in rank between manufacturing, 
transportation, trade finance, 
their coverage of workers ranging 
from 71.8 to 75.2 percent. The con- 
struction and service groups are 
about 12 percent lower with percent- 
ages of 60.9 and 61.9 percent, respec- 
tively. The mining industry, only 6 
firms reporting, shows a coverage of 
48.7 percent. Salaried workers are 
enrolled to a greater extent than the 
wage-earner class, with a difference 
of 9 percent. 


Usually the Employee Pays 


The financing of prepaid hospitali- 
zation plans is placed largely upon 
the shoulders of the employee. The 
most common practice is for him to 
pay the entire cost, which is true for 
57.2 percent of all plans and for 
59.3 percent of all covered em- 
ployees. Again in terms of those 
72.3 percent of employees 
bear more than 50 percent of the 
dues or premiums. This is quite 
common with plans carried under 
the Blue Cross. The employer in 
many instances considers that ‘the 
hazard of hospitalized illness belongs 
in the personal lite of the employee, 
and has little causal or financial rela- 
tion to the commercial or industrial 
operations. 

Prepaid hospitalization 1s strongly 
entrenched as an employee benetit 
plan. Further growth is expected in 
the future and it is probable that a 
very large prope tion of the popula- 
tion will be covered through this type 
of organization, There are several 
problems at present. One consists of 
the further establishment of plans 
among small firms and the increase 
of enrollment under present plans. 
Whether benetits shall be in the form 
of indemmnities or service 
tion. Who shall bear the 
remain a problem. 
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LEGAL ASPECTS OF AN AGENCY 


several the 
panies have been urging their 
sell legal liability 
policies such as family, farm, com 
prehensive, O.LAXT., M&C, and 
many others. These policies protect 
the assured for liability” resulting 
from negligence ; but they do not at 
ford any protection for the hazards 
incident to the profession in which 
the policvholder may he engaged. 
This gap has been bridged for the 
malpractice 


vears com 


agents to 


medical profession by 


policies; and recently some com- 
panies have offered a policy for at- 
tornevs covering negligent acts in 
their practice. So far as | have been 
able to discover, there 1s no similar 
policy available for insurance agents 
otfered by Llovd’s of 


except one 


London. 


The Term 


The purpose of this article is to 
determine, if possible, whether an 
insurance agent has a potential lia- 
bility in the operation of his business, 
creating a need for imsurance pro- 
tection. 

The term “agent” is used loosely 
to denote a general, special, local, 
resident, recording, issuing, collect- 
ing or adjusting agent, and some- 
times, erroneously, in place of the 
tena “broker.” Although there are 
several different agents, 
most of them fall within the defi- 
nition of general agent. Appleman, 
in his Insurance Law and Practice, 


classes of 


defines a general agent as one who 
“has the power to bind the insurer 
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by his contract of insurance, or to 
issue policies on his own initiative, 
or to accept risks.” Thus most fire 
and casualty are general 
agents, the nomen 
clature given to them, and in this 
discussion we shall treat all agents 
as general agents. 

Although it has been held that an 
agent is not a professional man (1), 
he is required to exercise that degree 
of care and diligence usual among 
industrious businessmen engaged in 
a like business and having no other 
avocation (2). In the conduct of his 
business, he must exercise this care 
and diligence both on behalf of his 
company and towards his polievhold- 
ers 


agents 
regardless of 


While it is customary to have a 
Written contract 
pany and the agent, it is not neces 
sary that the contract provide that 
the agent will faithfully perform his 
duties, for the agent is under a com- 
mon law duty to act in good faith 
towards his principal and do nothing 
which will militate against its in 
terest (3). 


between the com- 


A Fiduciary Arrangement 


Therefore, an agency contract is 
considered to be a fiduciary arrange- 
ment (4), imposing on the agent the 
duty to act in good faith, confine his 
acts within the scope of his authority, 
obey the company’s instructions and 
to use due care and reasonable dili- 
gence in the work intrusted to 
him (5). The agent is required to 
know the details of the company’s 


business and the subject matter of 
the printed instructions usually con 
tained in the company’s manual (6) 
If he violates any of these duties, he 
becomes liable to the company for 
any loss it may suffer by reason of 
his neglect 

Because of his tiduciary relation 
ship, an agent is bound to disclose to 
the company every fact which has 
any bearing as to the character of the 
risk, the identity of the assured and 
the date of expiration of the 
policy (7). A Wisconsin agent was 
held liable for the tull amount of the 
loss paid by his company where he 
either fraudulently or 
nusrepresented the value of the prop 
erty insured, even though the jury 
found that the company did not rely 
this 
when it issued the policy (8) 


negligently 


solely on misrepresentation 


Instruction Manual 


It is customary for companies to 
furnish manuals containing instruc 
If an 
willfully or negligently fails to follow 
the rules published in these manuals, 
he is liable to the company for any 
loss it sustains. Similarly where an 
agent binds coverage on behalf of 
the company on a risk which is pro- 
hibited by his instructions, he is 
liable for the loss (9). 

An lowa agent wrote a fire policy 
at a rate of 2'4° which the com 
pany requested him to either cancel 
or increase the premium to the cor 
rect amount of 3!24. The agent 
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Legal Aspects—Continued 


cancelled the policy as instructed and 
forwarded the cancelled policy to the 
company, but immediately rewrote 
the insurance at the same rate of 
2!2°7. Seven days later and before 
he had forwarded the second policy 
to the company, a total loss occurred. 
\iter payment of the loss, the com- 
pany recovered the full amount, in- 
cluding its adjustment expense, from 
the agent on the theory that the agent 
fraudulently issued the policy against 
the instructions of the company (10). 

The fire companies usually provide 
a limit their agency contracts, 
specitically stating that the agent 
does not have authority to bind the 
beyond that limit. If an 
agent issues a policy beyond the 
limit provided for in his contract, 
he has the burden of proving by clear 
and evidence that the 
company authorized the higher limit. 
If he fails to sustain the burden of 
proot, he liable to the company 
for any amount paid in excess of his 
limit of authority (11). 


company 


convincing 


Reduction of Amount 


An agent bound to reduce 
at risk where requested s 
to do by company; and if 
fails, or neglects, to follow such in- 
structions within a reasonable time, 
he is liable to the company (12) 

It has also been held that when a 
company asks an agent to reduce the 
amount at risk, the trade meaning of 
such a request is that the agent must 
either reduce the amount or cancel 
the policy. he fails to do either 
within a reasonable time, 
comes liable to the company for the 
ditference between the amount it was 
required to pay and the amount for 


amount 


one he be- 


which it would have been liable had 
the agent followed the company’s in- 
structions (13). 

A Connecticut agent was held lia- 
ble where he wrote a policy for 
$2500.00 which his company asked 


him to reduce to $1500.00. In this 
case the agent failed to either re- 
duce or cancel the policy for a period 
of nine days, when a total loss oc- 
curred. The court held that the agent 
did not act within a reasonable time 
and held him liable for the excess 
above $1500.00 (14). 


Cancellations 


An agent must cancel a_ policy 
within a reasoaable time when re- 
quested to do by his com- 
pany (15). Any delay which occurs 
by reason of the agent asking the 
company to stay on until expiration, 
or due to the agent believing that the 
company has been misinformed as to 
the risk is solely the responsibility 
of the agent (16). Even the fact that 
the company has yielded to similar 
requests from the agent is not a de- 
fense (17). Nor can an agent ex- 
cuse his misconduct on the ground 
that a local custom exists among 
agents to delay cancellation until the 
matter is reconsidered by the com 
pany (18), or that it was the duty 
of the broker to cancel, for when an 
agent has dealt through a_ broker, 
the latter acts for the agent and not 
for the company (19). 

It is not necessary that the com- 
pany use any particular language in 
asking the agent to cancel a policy for 
such terms as “we prefer to be re- 
lieved of the risk,” or “pick up the 
policy immediately for cancellation,” 
and similar expressions have been 
held to have a specific trade meaning 
and to definitely mean a specific in- 


so 


struction to cancel (20). Neither is 
it necessary that the agency contract 
specifically impose the duty of can- 
cellation on the agent (21). 


Obligations to Policyholders 


In addition to his duties to the 
companies, the agent certain 
to his policvholders. 
Holding himself out as a specialist 
in insurance involves the requirement 
that he exercise the strictest veracity ; 
candor and good faith to his assured 
He must skill 
and diligence doing whatever is 
necessary to carry out the trust im 
posed in him and communicate to his 
policyholder anything which may af- 
fect the risk. 

Most of the cases upon this portion 
of the subject relate to brokers, but 
they are applicable because in many 
cases an agent acts as a broker when 
he is unable to place coverage in one 
When acting 
becomes the 


owes 
obligations 


exercise reasonable 


of his own companies. 
as a broker, he agent of 
the assured and therefore responsible 
to the assured for any acts of negli- 
gence. 

It has been held that an insurance 
broker is a specialist who holds him 
self out to the world as possessing 
sufficient skill requisite to his calling, 
and if he does not exercise the proper 
and customary skill in effecting the 
insurance of the person for whom he 
is acting, the neglect of such skill and 
diligence is actionable, if it results hag 
loss or damage to the insured (22 

An insurance agent or broker may 
be held liable to a policyholder for 
false representation. As an example, 
an agent issued a fire policy con- 
taining a provision that petroleum 
could not be kept on the premises 
without the written consent of the 


“Globe and Rutgers 


Bire Company 


AMERIGAR HOME 


i, 
~ 

i 
Ay 

| 

tate of Fennsylvania 
88 Best's Fire and Casualty News : 
i 

4 


company. When the policyholder 
noticed this provision, the agent ad- 
vised him that it did not apply to 
the keeping of a single barrel of 
petroleum, but only when it was kept 
in large quantities. 1. 
occurred, the company successfully 
denied liability on the grounds of a 
violation of the policy terms. When 
suit was brought against the agent by 
the polievholder, he was held liable 
on the ground that his misrepresenta- 
tion induced the policyholder to ac 
cept the policy (23). 

One who holds himself out to the 
public as agent is €Xx- 
pected to exercise partic ular skill and 
to know the different companies and 
the terms obtainable (24). 

In an automobile case it was held 
that where an agency undertook to 
secure a particular insurance cover- 
age for a policyholder and later as- 
sured the policyholder that he was 
fully covered, that the agent was 
bound to investigate all claims made 
against the assured and defend any 
suits, the same as the company would 
have been required to do had the 
policy been issued (25). 

In another automobile case, the 
agent was held liable for a $1,000 
collision where he negligently 
failed to include collision coverage 
but assured the policyholder he was 
fully covered (26). 

\ statement in a letter that 
office personally guarantees” 
rate held 
agency (27). 


iter when a loss 


an imsurance 


loss 


“our 
a given 


was binding on the 


Selecting a Company 


Agents have also been held liable 
where they delivered a paper pur- 
porting to be a policy issued by a 
company which had no existence in 
fact, on the theory that where an 
agent delivers a policy there is an im- 
plied warranty that the company is 
in existence (28). And, while the 
general rule is that an agent is not 
a guarantor of the solvency of the 
company, he is required to use that 
degree of skill, care, and judgment 
which an ordinary prudent agent 
would use in selecting the com- 
pany (29), 

\gents have also been held per- 
sonally liable for placing insurance 
with companies which are not ad- 
mitted to the (30) 

Lecause of the nature of the busi- 
the negotiations between the 


state 


ness, 
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agent and the policyholder are usu- 
ally not in writing, and the courts 
have held that an agent can bind 
himself by verbal agreement to pro- 
cure insurance and if he fails to carry 
out his word, he is liable to the 
policvholder in damages (31). Ac- 
cordingly it has been held that 
verbal instruction by property 
owner to an insurance agent to write 
a policy for $1,000 on a certain build- 
ing and the agent’s reply that he 
would attend to that right away 
created a contract between the agent 
and his policyholder, the breach of 
which by failing to secure the insur 
ance or to notify the policyholder of 
such failure made the agent  lia- 
ble (32). 

A contract for additional insurance 
may be established by verbal agree- 
ment. An agent was soliciting the 
renewal of a fire insurance policy 
when the policyholder asked him to 
put on an additional $2,000 of in- 
surance, which the agent agreed to 
do. The court held that this was a 
contract binding on the agent and 
that he was liable for his failure to 
secure such additional insurance 
(33). 


Renewals 


An agent is liable for failing to 
renew policies where he has verbally 
agreed to keep the property of his 
policyholder insured (34), and under 
such an agreement it is his duty to 
keep the property insured in solvent 
companies. So if a company becomes 
insolvent during the policy term, the 
agent is required to reinsure immedi- 
ately in another company (35). 

These are but a few examples of 
the cases where agents may be held 
liable either to their companies or to 
their licyholders. The law defi- 
nitely imposes obligations which it 
appears the agent should insure 
against. However, as a_ practical 
proposition, the companies have usu- 
ally protected the agent where he has 
become liable to the policyholder and 
taken that burden from his shoulders. 
Also, they have usually refused to 
bring any action against their own 
agent on the ground of public policy. 

While the agent definitely has a 
legal liability, I am inclined to ques- 
tion the advisability of companies is- 
suing policies to protect it because of 
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Legal Aspects— Continued 


the limited sale such a policy would 
have. It appears to me that a better 
solution is for the companies to fully 
investigate their agents before ap 
pointing them, and then make the ap 
pointments only when the company 
is satisfied that the agent is honest, 
diligent and worthy of trust. The 
company should also conduct educa 
tional meetings where the agent may 
be fully informed and thus avoid 
difficulty. If such a program is fully 
and completely carried out, it’ will 
avoid the pitfalls outlined for both 
the agent and the company. 
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Burglary Insurance—Incomplete 
Records Kept by the Insured 
Voided Policy 


The Supreme Court of Pennsyl- 
vania recently held that provision in 
a burglary policy requiring the in- 
sured to keep records “in such man- 
ner that the company can accurately 
determine therefrom the amount of 
loss or damage” the 
keeping of sufficient written evidence 
by the insured to enable a person 
of ordinary intelligence, and familiar 
with accounts, to determine with ac 
curacy and without the aid of oral 
testimony, except to explain the ac 
counting method, the amount of loss 
sustained. Sirhan v. Liberty Mutual 
Ins. Co. (1949) 66 A. 2d 831 

\ dealer in’ oriental rugs 
covered by a burglary policy con 
taining the 
Kach rug when acquired by the as- 
sured was given a number by him 


necessitated 


Was 


above quoted clause 


which was placed on a tag and at- 
tached to the rug. He then entered 
ina book the number of the rug, 
its type, and cost. When a 
rug sold line drawn 
through the book entry pertaining 
to it. A loss occurred and the in 
surer refused to pay, claiming that 
the records kept did not constitute a 
compliance with the conditions of 
the policy 

In applying the rule above stated 
the Supreme Court of Pennsyl- 
vania held, as a matter of law, that 
the records kept by the insured were 
insutticient for the reason that there 
was no means by which they could 
be veritied. The insured could not 
produce any receipts, vouchers, bills 
of lading nor His book 
entries did not disclose the 
date of purchase nor the source from 
which the rugs were acquired. In 
other words, he had no written evi- 


size 


Was Was 


invoices. 
even 
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dence which would authenticate his 
book entries. It was therefore held 
that the trial court had committed 
error in submitting the issue of the 
sufficiency of the records to the jury 
and should have directed a verdict 
for the defendant. 


Automobile Liability Insurance—An 

Insurer Refusing to Pay the Full 

Amount of Its Policy Limit in Settle- 

ment of a Claim, Held to Have 
Acted in Bad Faith 


\ bus company carried a policy of 
habilitv insurance with a limit of 
$10,000 for injuries to one person 
The policy contained the usual pro- 
Visions giving to the insurer the right 
to defend and control the defense of 
any action covered by the policy and 
prohibiting the 
suming any liability or offering to 
settle any claim without the written 
consent of the insurer. 

A passenger on one of plaintiff's 
very 


insured from. as 


buses sustained a severe 
injury as the result of the 
allegedly running into a pole while 
bus station. 
the bus 
excess 
insurer 


bus 


it was leaving a 
He instituted suit 
company for an amount in 
of the policy limit. The 
undertook the defense of the case. 
On the trial the insured 
learned that the case could be settled 
for $10,000 and made a written de- 
mand upon the insurer to settle the 
case for that amount. The insurer 
refused to do so. Again, after all 
of the evidence had been introduced 
and the case was ready for sub- 
mission to the jury, counsel for the 
injured claimant otfered to settle 
for $10,000, and again the insurer 
refused to accept the offer. The case 
went to the jury and a verdict in 
the sum of $22,500 was returned. 


against 


eve ot 


E. LIPSCOMB of Thompson, Hine and Flory, Cleveland 


The insurer perfected an appeal 
and while the appeal was pending 
the case was settled for the sum of 
$15,500, the insurer paying $10,000 
and the insured $5,500. 

Thereafter the insured instituted 
an action against the insurer to re 
cover the amount paid in excess of 
the policy limit. The 
whether or not the insurer acted in 
bad faith in refusing to pay the 
full amount of its policy limit in 
settlement, submitted to the 
jury and the question was answered 
by the jury in the affirmative. Upon 
appeal by the insurer to the United 
States Court of Appeals for the 
Tenth Cireuit, the judgment was at 
Fidelity and 

Nichols Co., 


issue of 


Was 


firmed; .dmerican 
Casualty Co. v. G. Al 
(1949) 173 F. 2d 830. 

It was held that when a liability 
insurance company by the terms of 
its policy obtains from the insured a 
power, irrevocable during the con 
tinuance of its liability under the 
policy, to determine whether an offer 
of compromise of a claim shall be 
accepted or rejected, it creates a 
fiduciary relationship between it and 
the insured with the resulting duties 
that grow out of such a relation 
ship. While the insurance company, 
in determining whether to accept or 
reject an offer of compromise, may 
properly give consideration to its 
own interests, it must, in good faith 
give at least equal consideration to 
the interests of the insured, and if 
it fails so to do, it acts in bad faith 

The court was of the opinion that 
the record of the trial of the per 
sonal injury accident indicated that 
the chance that the jury would re 
turn a verdict in favor of the in 
sured was slight and that it was 
highly probable that a verdict would 
be returned in favor of the plaintiff 
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in an amount greatly in excess of the 
coverage of the policy. Under the 
circumstances the litigating of the 
case to finality did not subject the 
insurer to more than a nominal risk 
but did subject the insured to a very 
substantial risk. The court, there- 
fore, held that there was sufficient 
evidence to support the finding of 
the jury that the insurer acted 

bad faith in refusing to compromise 
the claim even though it necessitated 
paying the full amount of the in 
surer’s liability. 


FIRE PREVENTION JINGLES 


of seven musical 
jingles on fire prevention were 
produced as a_ public service by 
Radio Station WNEW, New York 
City, for Fire Prevention Week last 
month. 

The jingles were written by Bob 
Stewart, Rick Kane and = Stan 
Rhodes, of the radio station staff. 
The music was composed and con 
ducted by Roy Ross. 

Lyrics of one of the jingles fol 
lows: 


The Burner, The Baker, 
The Troublemaker 


Fire is a burner 
And fire is a baker 
But you can make it a trouble-maker. 


It can burn vour trash 

It can bake your pies 

But it only spells trouble to the care- 
less guys. 


Can light vour cigarette 

Or pipe instead 

But it only spells trouble when you 
smoke in bed. 


It’s a wonderful friend 

Its power is renowned 

But it only spells trouble when the 
kids are around. 


So always remember when you're 
lighting a flame 

If trouble results, you're the one 
who's to blame 

‘Cause fire's a burner 

And fire’s a baker 

But you can make fire a trouble- 

maker. 
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COMPENSATION RATES 
New York 


N OVER-ALL general reduc- 

tion of 4.7% in New York 
workmen's compensation rates, ex- 
cept for stevedoring classifications 
which will be revised December 1, 
is effective on new and renewal busi- 
ness with rating anniversaries dat- 
ing October 1. The new schedule, 
which involves changes in rate levels, 
classification relativity, loss and ex- 
pense constants and minimum pre- 
miums, is attributed largely to an 
improvement in loss experience. The 
rates include 1!% points for 
profit and contingencies (the same 
as in 1948), one point less than the 
amount proposed by the Compensa- 
tion Insurance Rating 


new 


Jureau. 


lowa 


lowa workmen's compensation 
rates were reduced 6° as of October 
1 of this vear. The last legislature 
increased benefits payable under 
compensation policies by approxi- 
mately 16°. 


South Carolina 


Effective January 1, workmen's 
compensation rates in South Caro- 
lina will be cut 5%. Last January 
they were reduced 412%, but prior 
to that a 12'3% increase had been 
made, 


Minnesota 


\ proposal for a 4.1% reduction 
effective January 1, 1950 has been 
filed by insurance companies with 
the Minnesota Compensation In 
surance Board, On July Ist of this 
increase of 6.1% was 
granted based entirely upon in- 
creased benefits enacted by the 1949 
The proposed reduction 


vear an 


legislature 
is an annual rate revision based on 
experience. The companies operate 
through the Minnesota Compensa- 
tion Rating Bureau. 


New Jersey 


An over-all reduction of 1.6 in 
the collectible level of New Jersey's 
workmen's compensation and em 
plovers’ liability rates was approved 
by the Insurance Department. The 
new rates, except for certain specific 
classifications, are effective January 
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1, 1950 on new and renewal busi- 
ness. Rates based upon the mid-year 
loss ratio reports indicated a reduc- 
tion of 2.8°% in the collectible level. 
However, part of this reduction was 
offset by a 1.2% increase warranted 
by recent amendments to the New 
Jersey compensation laws. 

"Why did you have 764578 tattooed on 
your back?” 

"That's no tattoo. That's where my wife 
hit me with the car while | was holding the 
garage door open.” 
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GOVERNMENT AGENCY 
TO EXPAND 


PERATIONS of the Federal 

Crop Insurance Corporation 
will be expanded during the next 
four years according to a report of 
the Bureau of Agricultural 
nomics. The number of counties in 
which commodity investments may 
be insured will be increased by 50% 
of the 1949 authorization in each of 
the next four years. 


Eco- 


93 


TAAL 
(J 
Z 
50* 
| 
| 


Your Clients’ Insurance 
Programs... designed to 
protect and conserve 
assets ... are not complete 
unless they include 
CREDIT INSURANCE 


NEW BRITISH TRUST FUND 
ESTABLISHED 


TRUST fund of more than $5, 

has been established 
under the laws of the state of New 
Jersey, with Fidelity Union Trust 
Company of Newark as trustee, by 
six non-admitted British mutual 
marine insurance associations for the 
protection of their American policy- 
holders. The Associations are: 
London Steam-ship Owners’ Mutual 
Insurance .\ssociation Limited, The 
Standard Steamship Owners’ Pro- 
tection & Indemnity \ssociation 
Limited, The United Kingdom Mu 
tual Steam Ship \ssurance Associa 
tion Limited, The West of England 
Steam Ship Owners Protection & 
Indemnity Association Limited, The 
Sunderland Steamship Protecting & 
Indemnity Association and the 
Britannia Steam Ship Insurance As 
sociation Limited 


The announcement made through 
William B. Mendes of the New York 
law tirm of Mendes & Mount under 
the authority of T. S. Wilding, chair 
man of the London Tribunal which 
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are protected against Credit Losses .. 


Baltimore 2, Maryland. 


is comprised of representatives of the 
non-admitted associations, stated, 
“The prime purposes of the Trusts 
are to insure that payment to Ameri 
can polevholders will be made in 
American dollars irrespective of fluc 
tuation 


the value of the pound 
sterling and that in event communi- 
cations are interrupted due to war 
or other cause, funds will be readily 
available to meet the claims of 
American lies holders.” 


STEPS TOWARD UNIFORM 
A & H POLICIES 


Noa plea for uniformity of 
ee and health policies, Berkeley 
Cox, Counsel of the Aetna Life In 
surance Company has suggested that 
state supervisory officials enter into 
reciprocal agreements with states 
having substantially the re- 
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. types of coverage available >te. 
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GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 


quirements whereby policy forms ap 
proved by the one state will he 
deemed approved by the other. As 
an optional addition to state regula 
tory statutes, Mr. Cox further sug 
gested a clause whereby an insurer 
could not use a policy form im an 
outside state unless it had been ap 
proved either by the authorities of 
its home state or by those of the state 
in which it was to be used. These 
suggestions were made to the Bureau 
of Accident & Health Underwriters. 


Speaking hefore the same body, 
T. Y. Beams, viee president of the 
eagle-Globe-RKoyal Indemnity Com 
pames predicted an attempt to amend 
the New York non occupational 
temporary disability benefits law to 
allow the writing of policies provid 
ing benefits higher than those speci 
fied by the law. Mr. Beams also 
stated that an effort is expected to 
obtain approval in New York for an 
endorsement extending workmen's 
compensation and employers liability 
policies to provide non-oceupational 
disability benefits. He speculated on 
an ultimate combination of policies to 
afford 24-hour coverage. 
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HOME OFFICE AND 
FIELD APPOINTMENTS 


Allstate: Robert B. Pelton, former man- 
ager of the municipal bond department 
ot F. S. Moseley & Company, Chicago, 
has been made investment manager 


2 @ 


American Insurance Group: \ 
Cosgrove has been appointed an assistant 
secretary of The American” Insurance 
Company and will also continue as di 
rector of public relations and education 
for the group 


* * 


American Surety Group: ark 5. Al 
lison, tormerly assistant manager at the 
Columbus branch office, has been ap 
pointed assistant manager of the Indi- 
anapolis branch office. Cyril 4. Reeks, 
formerly special agent at Toledo, Ohio, 
succeeds Mr. Allison at Columbus 


x * 


Atlantic Companies: /idwin G. Ste 
fhens, formerly with the Employers’ 
Group, has been named assistant pro 
duction manager to Robert K 
Wook, agency secretary, in the develop 
ment and coordination of casualty op 
erations. 

Ormond ©. Ewers and Robert 1 
Goode have been added to the staff of 
the Syracuse office. Mr. Ewers, previ 
ously a special agent for the Phoenix 
of London Group, will serve as special 
agent in New York State and = Mr 
Goode, formerly in the companies’ field 
engineering department, will serve as a 
field engineer and assist in production 


assist 


* * 


Continental Casualty: Fffective Janu- 
ary 1 John LE. Stipp of the legal firm 
of Jones, Sebat, Stipp and Swanson at 
Danville, Tlinois, and Director of 
Suilding Loans for the state of Illinois 
will become general claims attorney 
with responsibility for all miscellaneous 
casualty legal and claim functions. 1) 
C. Anderson and Locke continue 
as superintendent and assistant superin 
tendent of the liability claim department 


x * 
Employers’ Group: Lloyd J. Osborn has 


heen named assistant superintendent of 
the home office surety department 


x~* * 


Factory Insurance Ass'n: For- 
ristall, assistant to the president, and 
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H. L. Grider, manager of the western 
regional office, have been made vice 
presidents. Germain, tormerly 
manager of the eastern regional office, 
has been promoted to vice president and 
manager of the Hartford office. C. / 
Redfield, formerly field manager of the 
New York City office, has been made 
assistant manager of the eastern re 
gional office 


xe * 


Fire Association Group: //omas // 
Broomall, who has been associated with 
the legal department, has been made as- 
sistant counsel. 


* * 


Fireman's Fund Group: Malcolm Hi’ 
delesty has been appointed assistant 
manager of the eastern fire department 
and will assist in supervising production 
and underwriting operations. John Har 
rison has been named special agent in 
charge of all lines in the San Diego 
field office succeeding special agent 4 
N. Bushnell. Robert G. Culbertson of 
the fire department in the Los Angeles 
departmental office will assist Mr. Har 
rison 

In line with plans to convert to a 
completely integrated multiple line or 
ganization, the Fireman's Fund Insur 
ance Company has made the following 
changes in its San Jose service oftice 
Special agent William M. Compaano 
who was formerly in the South Coast 
territory, has been made supervisor in 
charge of all lines of business; special 
agent Jrwm A. Bafigo, formerly of the 
head office staff, has been transferred to 
Mr. Compagno; special agent 
George C. O'Connell will continue to 
serve casualty and automobile lines 
throughout the San Jose territory but 
will spend more time in the head office 
and North Coast field. 

John B. Waskom, who has been a 
fieldman for other important companies, 
has been appointed marine special agent 
at Dallas, Texas, for the Fireman's 
Fund Insurance Company 

Pierson C. Tator has been made a 
special representative at the Hartford, 
Connecticut office and Charles J. Miles 
a special representative at the Newark, 
New Jersey headquarters for the Fire 
man’s Fund Indemnity Company 


assist 


ae 


Hartford Accident: .\ new claim office 
has been established in the TPL Motor 
Company Building, Clinton, North Car- 
olina, with Robert A. Snow in charge 


Home: !!arren Gravely, secretary, has 
also been made secretary of The Home 
Indemnity Company and will supervise 
the operations of both companies im 
Texas 

The Home Insurance Company an 
nounces the following changes: Joseph 
Berlenbach, formerly manager of the 
loss division of the metropolitan depart 
meat, has been made assistant general 
adjuster; James W. Hutchmson, torm 
erly special agent in the Chicago branch 
office, has been transferred to the hom 
office in the foreign division of — the 
Pacific and foreign department; special 
agent Albert G. Norris has replaced 
special agent Albert L. Greefrens at the 
Fresno, California office, while the latter 
has been transferred to the new office 
at Reno, Nevada; adjuster Kobert H 
Hostwr has been transierred to North 
Carolina as special agent 

The following changes have been an 
nounced by the Home Indemnity Com 
pany: George F. Corts, formerly assist 
ant manager of the Memphis, Tennessee 
office, has been transferred to the newly 
established Charlotte, North Carolina 
office; C. H. Redman, formerly of the 
Cincinnati, Ohio office, has been trans 
ferred as assistant manager of the 
Louisville, Kentucky office. Norman 
Hoppas, previously a special agent for 
the Ohio Casualty Insurance Company, 
has been made manager of the Indian 
apolis, Indiana office 


* * 


Houston Fire & Casualty: /onuld 
Near has been appointed branch man 
ager of the Colorado branch office 
Tommy Teters has been transferred 
from the home office to serve as special 
agent in north central Texas 


*~ * * 


Improved Risk Mutuals: Ihe main oftic 
has been moved temporarily to 25 South 
sroadway, White Plains. In the fall of 
1950 a further shift to new permanent 
quarters at 7 South Broadway, Whit 
Plains, will be made. The staff remains 
intact insofar as is possible 


Indemnity of N. A.: William P. Arnold 
Jr., formerly assistant manager, has 
been promoted to manager of the New 
England territory succeeding Dion HW’ 
Taylor, retired. John Dwinell, previ 
ously special agent in New England, has 
been named assistant manager 


Continued on the next page 
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Field Appointments—Continued 


Innis Corporation: Arne B. Moe has 
been appointed assistant manager speci- 
fically charged with inland marine 
underwriting and production of this 
Kansas City, Missouri firm, Mid-Con- 
tinent Manager for the Switzerland 
General Company, Ltd. 


* 


Landon & Associates, Kirk A.: Robert 
A. Cavallero, formerly with the Na- 
tional Automobile Insurance Company 
in San Francisco, has been appointed 
special representative for this Miami, 
Florida agency in Washington, Oregon 
and California. 


McElveen Co., Thomas M.: Alfred 


Hughes, formerly with the Stuyvesant 
Insurance Company, has been made ex- 
ecutive vice president of this Miami, 
Florida firm of adjusters. Mitchell R. 
Sharpe, resident manager of the Lake- 
land, Florida office, has been elected vice 
president and Robert D. Harris, in 
charge of the aviation loss department, 
has been elected assistant secretary. 


@ 


Marsh & McLennan: Robert \. Cary, 
formerly of the Duluth office, has been 
transferred to the Chicago office to as- 
sist vice president Robert C. Borwell in 
the production department. 


* 


Merrimack Mutual Fire: Jo/n /. Glancy 
has been appointed fire prevention en- 
gineer for this company and the Cam- 
bridge Mutual Fire Insurance Company. 


National Fire Group: !!”. H. Buesching 
has been promoted to state agent in 
charge of the southern Illinois field suc- 


ceeding 4. R. Holliday, retired. 


* 


Rollins Burdick Hunter Co.: Fred S. 
James has joined the staff of this 
Chicago firm of insurance brokers and 
average adjusters as an associate broker. 


Royal-Liverpool Group: Arthur P. manager tc manager of the bonding de- 


Hymel has been named assistant agency partment at this branch earlier this 
secretary in the eastern department. He year; Francis G. Begley, previously with 


is succeeded as state 


agent in Provi- the General Accident in, Boston, has 


dence, R. I., by John J. Hogan. Albert been added to the branch as a casualty 


C. Hartland has been 


appointed a spe- Underwriter. 


cial representative in Texas for the de- ote s A, Chopard, formerly with 


velopment of marine a 
insurance. 


nd inland marine L. Pearce Company, has joined the 
Chicago branch as field auditor, whilk 


x** Harry B. Newby, previously with the 


Indiana Insurance Company, joined the 


Standard of Detroit Group: There Indianapolis branch as casualty under 


have been a number of changes in per- Writer and Mar E. Talmage has been 


sonnel at the New E 


‘ngland office at ™ade underwriter at the Karisas City 


Boston as follows: Hollis S. Blue, for-  Setvice_ office 


merly chief underwrite 
moted to manager of 


r, has been pro- William L. Schlie has been transferred 
the casualty and from the €hicago branch office to take 


fire underwriting department; Edgar S. Charge of a new office opened in Lincoln 


Cook, formerly a_ fie 
has been made manage 


ld representative, Illinois to serve the central MHlinois ter 
r of the produc. Titory He is succeeded in Chicago by 


tion department; Howard A. Eaton has G. Edward McAllister. James J. Mi 


been named field ref 


resentative with Acever has been named underwriter and 


Alva M. Dow, Jr., taking over his duties ay Ward claim representative at the 


in the liability underwr 
Richard T. Wiaginton, 
tomobile underwriter, 


iting department; Lincoln office. Steven Vortenson 
formerly an au- has been placed in charge of the Mt 
has been placed Vernon, Illinois office succeeding C. / 


in charge of the fire and marine depart- Jackson, who has been advanced to a 
ment for the Planet succeeding M. special assignment at the Chicago 
Shepherd, who was transferred recently branch office. James TV. Allen has been 
to the Chicago office: Douglas W. ™ade underwriter and = George H 
Barlow has been named assistant man- Monroe claim representative at the Mt 
ager of the claim department under Vernon office. 


Joseph D. Gordon, m 


anager: Howard F, R. Dwyer, formerly with Atwell, 


E. Rose was promoted from assistant Vogel & Sterling, has succeeded E. S 


Bretdinger, who retired as safety en 
gineer at Pittsburgh. G. A. Gustafson 


has been promoted from assistant su 


Low COST SALVAGE SERVICE pervising s safety engineer to safety en 
gineer at Minneapolis succeeding Kk. J 


Get our estimate before you settle. Rittenhouse, retired 


No damage is hopeless. 


A new office has been opened in the 
Union Commerce Building, Cleveland, 


All Clothing. Ohio. to serve the northeastern section 
Rugs, Carpets. of Ohio S. S. Bayar, field represen‘a 
Linens. tive, will have charge of the new office 
Laces. 


Cushions. Travelers: Melvin R. Jones, formerly 
Sofas. assistant manager of casualty, fidelity 
Chairs. and surety lines at the New Orleans 
Drepes. branch office, has been named to succeed 
Brocades. T. Bryce Conlyn, who has retired as 
Embroideries. manager of casualty fidelity and surety 

+» Ete. lines at the Washington, D. C. branch 

REWOVEN, RESTORED, REPAIRED office. 


Recommended by Nat'l. 


Museums, Press Fire . 


Co's., and Adjusters everywhere. 


LA MERS STUDIO Brolsma has been elected medical direc 
142 EAST 34th ST., NEW YORK CITY tor of this company and its associated 


(Near Lexington 


LExington: 2.3574 


Avenue) companies succeeding Dr, Hf. H. Everett 


(26th Year) deceased. 


175 W. Jackson Blvd. 
CHICAGO 4, ILLINOIS 


TAXI-CABS 
LIVERY CARS 
RENTAL CARS 
MOTOR.-BIKES 


KURT HITKE & COMPANY, INC. 


Reisch Bldg. 


SPRINGFIELD, ILLINOIS LOS ANGELES I!, CALIFORNIA 


Direct your efforts toward profit! 
This is yur DOMESTIC MARKET for. . . 


MOTOR-SCOOTERS GASOLINE HAULERS 
MOTORCYCLES LOCAL-INTERMEDIATE 
PROPANE HAULERS LONG HAUL TRUCKS 
BUTANE HAULERS RENTAL TRAILERS 


1671 Wilshire Blvd. 
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O-RATA AND 


EXCESS OF LOSS 


INTER-OCEAN 
REINSURANCE 


COMPANY 


NEW YORK sr. CEDAR RAPIDS, IOWA 


ASSOCIATION NOTES 


Fort Worth, Texas, //. C. Fenno, Phil 


Association of Cas. & Surety Cos.: 
S. Airklen Collins, a tormer staff mem- 
ber ot New York University’s center 
satiety education, has joined the staff 
the accident prevention department 
and) will devote most of his time to 
high school driver education 


* 


Bureau of Accident & Health Undrs.: 
Kipp, assistant secretary of 
Indemnity Insurance Company of North 
America, has been clected chairman of 
the governing committee 

The Security Mutual 
ompany Binghamton, 
been elected a member 


Life Insurance 
New York, has 


company. 
* 


Credit Men's Ass'n of Eastern Pa.: 
Herman J. Pelstring, president of Penn- 
Lumbermens Mutual Fire In 
ompany, has been appointed 
counsel committee of 


sylvania 

SUTANCe ( 
to the insurance 
this association 

C.P.C.U.: The following new officers 
have been elected: resident, F. Harmon 
Cheqwidden, vice-president of Camden 
Fire: vice president, //al A 
local agent, Dallas and secretary-treas- 
urer, Arthur B. Guest, local agent, Phil- 
adelphia ‘ohert McWilliams, attorney, 
los Angeles and M. L. Landis, counsel 
of Central Manufacturers Mutual, have 
heen made directors Ped 1950 conven- 
tion will be held in Cleveland, Ohio. 


For November, 1949 


Gulledge, 


Fire Ins. Fieldmen's Club of Ga.: 
Officers elected for 1949-50 are: Presi 
dent, Eugene H. Brooks (American ot 
Newark Group); vice president, /:dwin 
li. Nash (Loyalty Group) and secre 
tary, HW. G. Stephens, Jr., (Stephens 
General Agency). Tyree M. Almond 
(Aetna Fire Group) is the retiring pres- 
ident. 


~x* 


Internat'l Ass'n of Cas. & Surety 
Undrs.: The following officers have been 
elected for the coming year: President, 
Ralph H. Platts, president, Standard 
Accident; vice president, Harold P. 
Jackson, president, Bankers Indemnity; 
chairman of executive committee, Ray 

McGinnis, president, Central Surety. 
!, Dewey Dorsett, general manager, As- 
sociation of Casualty & Surety Com- 
panies, was re-elected secretary-treasurer. 


National Association of Ins. Agents: 
Herman C. Wolff, Indianapolis, In- 
diana; J. I’. Arthur, Winchester, Vir- 
ginia; and John H. Carney, Eau Claire, 
Wisconsin, have been appointed to the 
executive committee of this association. 


National Ass'n of Mutual Ins. Agents: 


Officers elected for the coming year are: 
President, Corey G. Hunter, Moravia, 


Y.; vice presidents, Henry D. Bean, 


Haddonfield, N. J., Claude P. Coates, 


Pennsylvania, Kk. / Hill, 
Tennessee, and Gene § 
Wilson, Minneapolis, Minnesota; secre 
tary, M. Ritter, Fayetteville, Ar- 
kansas; treasurer, John H. Kroll, Wash 
ington, D. ¢ 

The following six members have been 
named to the beard of directors for a 
three-year term ending in 1952: E. | 
High, Columbus, Ohio (re-elected); E. 
P. Curtiss, Stratiord, Connecticut (re 
elected); George F. Jones, Charlotte, N 
C.; u uliam Billings, Niagara Falls, 
N. Y.; Mrs. Ellen E. Edwards, Mont 
gomery, Alabama, and George J. Han 
enstein, Jr, Laurel, Mississippi. 


adelphia, 
Chattanooga, 


~*~ * * 


National Bureau of Cas. Undrs.: The 
Fire Association of Philadelphia, Lum 
bermens Insurance Company, Philadel 
phia National Insurance Company and 
The Reliance Insurance Company have 
been elected to membership in this as 
sociation These affiliated companies, 
heretofore engaged in the business of 
fire insurance and allied lines, are en 
tering the casualty insurance field under 
multiple line underwriting laws. 


Surety Ass'n of America: Three addi- 
tional companies—National Fire Insur 
ance Company of Hartford, Boston In 
surance Company and Old Colony Insur- 
ance Company—have been elected to 
membership in this association. This 
brings the total membership to 51 com 
panies 
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ESSENTIALS OF SELLING 


HE first shing of importance to 

the salesman is to be sure of 
himself and of the merits of what he 
has to offer. Next, to stimulate the 
interest of the prospective buyer by 
explaining in quiet, tactful, direct 
speech the nature of what he is of 
tering for sale. 


Greenville Kleiser 


WHEN YOU HAVE IDEAS 


EK HAD called upon his pros- 
pect, the advertising head of a 


large manufacturer, steadily for six 
months. He hadn't taken away a 
single order. But the salesman wasn’t 
discouraged. He kept right on call 
ing. Turned down, he took it like a 
man, snuled, left an idea and de 
parted. 

Please note the last part of that 
sentence-—‘left an idea and de 
parted.” 

“TL hadn't any notion of ever buy- 
ing trom that salesman,” the adver- 
tising man confessed later. “But to 
date | have given him business total 
ing $20,000. He'll continue to get 
more.” 

“What did he do that changed 
your mind ?” T asked. 

“It was his habit of leaving an 
idea with me each time he called. 
Not half-baked ideas, but solid, prac- 
tical ideas IT was able to use here in 
my office,” the advertising man told 
me. 

\ salesman who has ideas for his 
prospect is always welcome and can 
get in to the prospect. A salesman 
with ideas can create sales and sell 
rings around one with no ideas. 
Therefore—have ideas. 

Charles B. Roth 
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TELL THEM SO! 


S YOUR salesman smart and 

I sleek ? 

Does he make the orders speak 

For his efforts, week by week ? 
Tell him so! 


Has the girl who keeps your books, 
Writes your letters, dusts your 
nooks, 
Other thoughts besides her looks? 
Tell her so! 


If the help, or staff, or crew, 

At some task they have to do, 

Please the boss—though it be you !— 
Tell them so! 


Rheinhart Kleiner, Hardware and 
Farm Equipment 


BUSINESS 


F YOU will look at the word 
Otesionss” you will find that “U” 
and “1” are in it. In fact, if “U” and 
“I” are left out it wouldn't be “busi- 
ness."” Therefore, if there is to be 
any such thing as “business” we 
must keep “U" and “I” in it. Fur- 
thermore, “U" comes before “I” 
which might be interpreted to mean 
that each must think of the other. 

Gilcrafter 


A SALESMAN'S REPLY 


669 M NOT interested in your 
goods,” said a merchant to a 
salesman. The salesman replied 
“I’m glad to hear that.” The mer- 
chant asked—“Why?" “Because,” 
replied the salesman, “if you were in- 
terested in what selling, I 
wouldn't have a job. You'd order by 
mail, and there would be no place in 
the picture for me.” 
Efficiency Magazine 


ther Fields 


DEFEAT AND CYNICISM 


HIE cynic makes fun of all ear- 
nestness ; he makes fun of every- 
thing and everyone who feels that 
something can be done. . . . But in 
his heart of hearts he knows that he 
is a defeated man and that his eyni 
cism is merely an expression of the 
fact that he has lost courage and is 

beaten. 
George E. Vincent 


SALES RESISTANCE 


HIS so called “sales resistance” 

we hear so much about is noth- 
ing more than the mental condition 
of a prospective buyer who has back 
bone enough to keep on saying “No” 
to a weak-kneed salesman who can- 
not interestingly, intelligently, en- 
thusiastically and convincingly talk 
his business 


Coleman Cox 


TRICKS OF THE TRADE 


HAT would you do if your 

sizeable apple orchard on the 
side of a mountain played host to 
a severe hail storm while bearing a 
healthy crop of perfect apples? The 
apples were considerably bruised 
and to most growers the crop was 
considered a failure. 

But not to one smart grower. He 
turned defeat into success by ad- 
vertising his apples as: 

“Hail-marked apples! Hearty 
mountain-grown apples able to 
weather the severest of storms.” 

He featured the point that to 
others seemed a defect—he used the 
hail-marks as his trade mark. 

The crop sold out completely 
and at a premium price! 

Advertising and Selling 
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FIREMEN’S INSURANCE COMPANY OF NEWARK, NEW JERSEY 


ORGANIZED 1855 


* 


THE GIRARD FIRE AND MARINE INSURANCE COMPANY 


ORGANIZED 18653 


NATIONAL—BEN FRANKLIN FIRE INSURANCE COMPANY of Pittsburgh, Pa. 
ORGANIZED 1866 


A 
<> 


THE CONCORDIA FIRE INSURANCE COMPANY OF MILWAUKEE 


ORGANIZED 1870 


MILWAUKEE MECHANICS’ INSURANCE COMPANY 


ORGANIZED 1852 


ROYAL PLATE GLASS AND GENERAL INSURANCE COMPANY OF CANADA 


ORGANIZED 1906 


THE METROPOLITAN CASUALTY INSURANCE COMPANY OF NEW YORK 


ORGANIZED 1874 


“A 


COMMERCIAL CASUALTY INSURANCE COMPANY 


ORGANIZED 1909 


PITTSBURGH UNDERWRITERS - KEYSTONE UNDERWRITERS 


OYALTY GROU 


Home Office: TEN PARK PLACE, NEWARK 1, NEW JERSEY 


Pacific Department: 220 Bush Street, San Francisco 6, Calif. 
Western Department: 120 South La Salle Street, Chicago 3, Ill. 
Southwestern Department: 912 Commerce St., Dallas 2, Tex. 


Foreign Departments: 111 John Street, New York 7, New York 
206 Sansome St., San Francisco 4, Calif. 


Canadian Departments: 465 Bay Street, Toronto 2, Ontario 
535 Homer Street, Vancouver, B. C. 
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BROADENS POLICY 


HE Insurance Department ap 

proved an increase in the im 
come limits under which approxi 
mately 300,000) Pennsyivania Blue 
Shield subsertbers will have medical, 
surgical, dental and osteopathic sery 
ices paid in full. The new annual 
income linuts effective November 1, 
1949 are ; $2,000 for persons with no 
dependents ; $3,000 for persons with 
one dependent and $4,000 tor per 
sons with more than one dependent 
Current maximum annual mecome 
limits are $1,560, $2,340 and $3,120 


tor the respective classifications 


above. 


NEW YORK 


American Equitable Assurance Company of New York | 
Organized 1918 
| 


Globe & Republic Insurance Company of America 
Established 1862 


Merchants and Manufacturers Insurance Company of 
New York 
Organized 1849 


New York Fire Insurance Company 
Incorporated 1832 } 


Corroon & Reynolds 
Inc 


MANAGER 
92 William Street, New Yerk 


[osses paid exceed Three Hundred Fifty Million Dollars=— 


NEBRASKA SUIT FILED 


N THE recommendation of Di 
of Insurance Bernard 
Stone, Attorney General Anderson 
of Nebraska has filed suit against 
the Michigan Surety Company and 
The Preferred Insurance Company 
for allegedly transacting business 11- 
legally Nebraska. \ccording to 
Director Stone the companies, both 
Michigan corporations, have been 
selling trailer insurance through a 
local finance company without being 
admitted in the state. The petition 
calls for enjoming their future ac 
tivities and asks for an accounting 
for taxing purposes. 


RESEARCH HELD ESSENTIAL 


NSURANCE management should 
make use of factual, objective re- 


search techniques in all branches of 
its business if it is to solve its future 
problems most effectively, Frank 
lang, manager of the research de 
partment, Association of Casualty 
and Surety Companies, told the In 
surance .\ccountants Association in 
a recent address. Mr. Lang warned 
that while the American public today 
is more imsurance-conscious than 
ever bee re, nevertheless it should be 
more tully informed as te the merits 
of private as opposed to government- 
operated insurance. Declaring that 
insurance might soon be confronted 
by a mass market, he stressed that 
“We must concentrate on learning 
the characteristics of the market, the 
type of poli ies which are desired, 
the amount our customers can or will 
pay for them.” 


FIRE RATE CHANGES 


Vermont 


ERMONT tire insurance rates 
7. dwellings have been reduced 
for the third time in the last) six 
months. The latest change is retro 
active to July 18. The three reduc 
tions combined have lowered dwell- 
ing fire imsurance premiums more 
than 11‘. Savings to polievholders 
are estimated to exceed S110,000 a 
vear. Rate changes range from 7.7% 
on trame houses with combustible 
roots located in Class D towns, to 
on seasonal dwellings in ‘such 
towns. Differentials im rates on 
houses and their contents were es- 
tablished, so that household con- 
tents rates In some towns and. cities 
have been increased, while others 
have been lec reased 


Georgia and Tennessee 


Revised fire rates which are ex- 
pected to save policvholders $065,000 
became effective November in 
Georgia. Commissioner Allen of 
Tennessee has requ sted reductions 
of tire rates on certam commercial 


risks and mereases on other classi- 


treaties 
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The following questions and answers are taken from the examina- 
tion for the course in Fidelity and Surety given at the School of 
Insurance of the Insurance Society of New York. 


1. Several fundamental differences 


exist between contracts of nsw 
ance and corporate suret vship 
Describe at least thre 


1. .\ surety bond is a three-party 
contract between principal, 
surety and obligee, while an 
insurance policy is two 
party contract) between in 
sured and insurer 


A surety bond is a secondary 
obligation; insurance 


pohiey is a primary obligation 


The premium is consideration 
for an insurance policy and its 
non-payment is sufficient rea- 
son for cancellation. The un- 
derlying agreement is) con 
sideration for a surety bond 
and, therefore, non-payment 
of premium is not. sufficient 
reason for cancellation. 


What does the nex 
hond guarantes 


performance 
The new performance bond 
guarantees that if the contractor 
defaults the surety company will 
(1) Stepan to comple te the work 
or (2) will procure for the 
owner an acceptable cootractor 
who will do so. The surety com 
pany will also help the owner 
with additional financing made 
necessary by the default-— within 
the limit of the bond amount 


What kind of bond ts r quired 

in’ each of the following in- 

stances 

(a) An aeroplane finance com 
pany wishes to repossess an 
ae roplane on the 
buyer has defaulted i his 
mstallment payments 


For November, 1949 


(h) Your own automobile is at 
tached as the result of an 
accident and you wish to 

have it released. 

You are a resident of New 
York; you visit a New 
Jersey resort hotel and ari 
injured on its premtises yout 
wish to enter suit for dam 
ages against the hotel in a 
\ Cw Ji rSC\ Court 

An msured of 
yours loses a stock certifi 
cate and applies for issuance 
ota duplry ate certificate. 

A merchant wishes to buy 
prot ction on both meoming 
and outgoing checks avainst 
alteration and forgery. 
Replevin 

Release or discharge of at- 
tachment 

(c) Non-resident costs bond 

Lost-instrument bond 

(e) Commercial forgery bond 


Differentiate briefly between 
“Third party mdemnity” and 
“Collateral” as these terms ar 
used in corporate suretyship 
(a) Indemmity ts in effect an en 
dorsement or guarantee by 
a third party that the prin 
cipal will perform the obli 
gation bonded, and, mm event 
of the principal's default, the 
indemmiter agrees to reim 
burse the surety for any loss 
paid by the surety on behali 
of the principal 
Collateral represents cash 
or securities deposited with 
a surety to guarantee per 
formance by a bonded prin 
cipal. In event of default by 
the principal, the surety ts 
privileged under the ternis 


of the collateral agreement 
to rully reimburse itself for 
all loss, expense, ete., at 
tendant to any loss payment 


Define briefly the following 

(a) Third party indewnity 

(hy The bond manual collateral 

(ce) Joint control 

(d) Cumulative lability 

(a) Agreement by a third parts 
to save harmless the surety 
in case the principal should 
cause a loss (like co-sign 
ing a note) 

(bh) Uf collateral detined as cash 
or certam Govern 
ment securities Is posted im 
the full amount of the bond 
with the surety the premium 
is reduced 50°. Minimum 
premium $25—-maximun 
$20,000 

(c) Agreement with the prin 
cipal that all assets will be 
kept in designated accounts 
and or sate deposit boxes 
and that no withdrawals or 
disbursements made with 
out the co signature of the 
representative of the surety 
The bank ts so notified and 
agrees to such an arrange 

(d) Wherein the lability of the 
surety mounts up when net 
intended to do so. As an 
example where a public of 
ficial posts a new bond an 
nually of S1O,000— the lia 
Iility is $10,000 each vear 

\lso it may be held that the 
payment of an annual pre 
ona continuous bond 
gives the obligee annual 
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Quiz of the Month—Continued 


protection (separate and 
distinct as if a new bond is- 
sued) in the amount of the 
bond. This must be watched 
very closely and an eve must 
be kept on the statutes be 
hind the bond. 


6. Give four hazards that may exist 
under a bond covering a Sheriff- 
Tax Collector (dual position). 

1. Dishonesty of the official him- 
appropriating the tax 
funds for his own use 


2. Depository liability for the 
tax funds. 

3. Mis-feasance—the sheritt 
mav do a lawful act in an 
unlawful manner (third de- 

$. liability. for subordinates’ 


and deputies’ acts. 
+. What ts the condition of the fol- 
lozving bonds and state what un 
derzwriting safeguard is usually 
/ 
a) Federal income tax bond? 


ppe al bond? 


(c) Alien entry bond? 

(d) Administrator's bond? 

(a) That the principal will pay 
the tax at some future desig 
nated (either as set forth in 
the bond or statute) time. 
Financial guarantee— collat- 
eral indicated or without 
collateral only for well es 
tablished financially 
sound individuals or firms. 

(b) That the principal will pay 
the judgment and costs if 
the decision contirmed. 
Financial guarantee — col 
lateral, etc.—-same as in (a) 
above 

(c) Alien entry bond conditions 
that the alien will leave on 
time and not become a pub 
lic charge. Collateral re- 
quired in almost all cases. 

(d) Administrator must collect 

assets, pay all just debts, 

distribute the residue of es 
tate—all in accordance with 
the law. Must make proper 
accounting to the court. 

Joint control indicated in 

great many Cases. 


The Employers’ Liability Assurance Corp., Ltd. 
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Worth Looking Into 


Don't pass up an opportunity to look into 
“What's What on the Bond Wagon.” Let our 
field representative show you how we are 
helping agents with their bond business. 


The EMPLOYERS’ GROUP 


Insurance Companies 
110 MILK STREET, BOSTON 7, MASS. 
+ American Employers insurance Co. The Employers’ Fire insurance Co. 


8. (a) What isa“holdover” public 
official ? 

(hb) Are they considered desir- 
able risks? Why? 

(a) A holdover is where an offi- 
cial succeeds himself in of- 
tice and gets a new bond. 

(b) Not desirable because of- 
ficial may cover up loss of 
prior term with funds from 
new term and the loss come 
to light in the new term. 
Therefore you may be stuck 
for loss occurring during 
term of prior bond. 


Y. List and comment briefly on the 
three fundamental characteristics 
looked for in an applicant for a 

contract bond. 

Character—if he is honest fine, 

but if not you will run into 

trouble sooner or later so. stay 
clear 

Capability--has he done this 

kind of work before ? What is his 

experience? Has he the neces- 
sary plant? Does he have ma- 
terials and labor lined up? 

Capital does he have enough 

net quick assets to carry the pro- 

posed work and work already on 
hand ? 


Joe Rocks notified General Elec- 
tric Company that he has lost his 
certificate of stock representing 
shares of G. E. common 
stock. G. EF. requires Joe Rocks 
to file a lost instrument bond be- 
fore it will replace the lost certt- 
ficate. Hhat protection does the 
hond give to G. E.? List the three 
maim factors involved in under- 
writing a lost mstrument bond. 
Will hold G. harmless against 
loss if original certificate turns 
up and causes G. E. a loss be- 
cause they already issued a 
duplicate. 
\. Negotiability 
Llow, when, where was it 
lost. 
( Hlonesty of owner of lost 
security. 


Two partners were arguing as to what 
they should do to increase business in their 
theater. One contended that more people 
would patronize the house if the seats were 
re-covered with red leather; the other 
thought mohair more appropriate. Unable 
to reach a decision, they appealed to a 
third partner, who had stood by saying 
nothing. 

“What do you think about it, Joe?” 

“I think we should cut the admission price 
and cover the seats with people.” 


Best's Fire and Casualty News 
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THE KEY TO SUCCESS 


66 FMPROVED agency service” is 

Tee key to success in this day 
of increased competition in the in- 
surance field, it was pointed out by 
Philip F. Kingsley, agency superin- 
tendent of the Fireman's Fund In- 
surance Company in his address 
before the recent convention of the 
Utah Association of Insurance 
Agents. 

Primary among the eight services 
that agencies and brokerage firms 
should offer clients, according to 
Kingsley, is a periodic survey of in- 
surance coverages in order that a 
client’s insurance policies remain in 
line with current property values. 
jy providing such surveys during 
periods of economic unrest, such as 
the one we are now encountering, 
agents can build good will and even- 
tually increase production their 
own communities, he explained. 

The other important services he 
suggested include: advice to clients 
about necessary coverages for per- 
sons in their sort of business; com- 
plete inspections on clients’ proper- 
ties to decrease potential loss; engi- 
neering and rating advice; accurate 
valuation information ; policy design- 
ing or tailoring that will best fit 
clients’ needs; guidance and advice 
in the event of loss ; and the security 
and fairness a client would find when 
his policy is carried by 
surance company. 


a in- 


BEST ANNUAL REPORT 
two years 


OR the fourth time 
F: succession—the — Insurance 
Company of North America has won 
the “Oscar of Industry” award of 
the Financial World Annual Survey 
Its 1948 Annual Report was judged 
“best in the property insurance busi- 
ness.” 

Second place in the property in 
surance category went to the Amer- 
ican Associated Insurance Com 
panies, while in third place was the 
Kansas City Fire and Marine In 
surance Company. More than 4,500 
corporation annual reports were sub- 
mitted in the survey, and these were 
judged in one hundred industrial 
classifications for “Best of Industry” 
awards. 
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Managing 
Underwriters 


Offering 


SEIBELS, BRUCE & CO., MGRS. 


Edwin G. Seibels, Chairman; John J. Seibels, President 


Home Office: Columbia, S. C. 


New York: Edwin &. Seibels, Mgr. (Inc.) 


Comprehensive Facilities 


Fire and Allied Lines 


Fred A. Carnell, Secretary 


111 John Street 


A. C. Baillie, Secretary 


London: 4 Fenchurch Ave. 


PENNA. UNIFORM 
ACCOUNTING 


Hk Pennsyivania Insurance 

Department has ruled that the 
companies may use the new uniform 
accounting methods from January 
first although they are not legally 
effective until May first of next year 
The Pennsylvania regulations con- 
form to the recommendations of the 
Uniform Accounting Committee of 
the National Association of Insur- 
ance Commissioners. 


W. C. INTERSTATE 
EXPERIENCE RATING 


N INTERSTATE experience 
plan for workmen's com 
pensation risks filed by the Compen 
sation Insurance Rating Loard has 
been approved by the New York de- 
partment. The plan, open to any risk 
qualifying under the interstate ex- 
perience rating plan of any one state, 
permits the combination, for rating 
purposes, of loss experience in other 
states with N. Y. experience. 
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Property Records—from page 24 


prepared at any time. Here again 


reliance on memory may prove to be 


expensive. 

The third common provision that 
represents the property owner's re- 
sponsibility is) that of compliance 
with the co-msurance clause where 
it exists. This is a refinement of the 
fundamental provision of requiring 
the property owner to take the re- 
sponsibility. for determining — the 
amount of insurance to be carried 
It provides that for a reduced pre- 
mium which is to the property 
owner's benefit, the property owner 
is obligated to maintain a certain 
specified relationship of insurance to 
property values at all times. Failing 
to do so, he is penalized in any loss 
settlement to the extent of any de- 
ficiency in that compliance. 

Obviously this co-insurance clause 
cannot be completely complied with 
unless the value of the property ts 
known at all times. In order to make 
the insurance contract 100° effec 
tive, &@ property owner must have 
a set of property records from which 
he can obtain the location, quantity, 
identification, and actual cash value 
of each unit, any group of property, 
and the total property at any time 


Property in Use 


(one feature that should be clearly 
recognized ts that the records should 
be based upon the property in-use 
and existence, and not just the prop 
erty which is shown by the account- 
ing records as having been capital 
ized. This latter basis can very easily 
lead to a substantial element of co 
Insurance and a lack of supporting 
detail in case of loss for property 
which according to prevailing ac 
counting practices might have been 
expensed. Such classes of property 
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as tools, dies, jigs, fixtures, piping, 
wiring, machine installation costs 
frequently fall into this category. 
These items may constitute a sizable 
portion of the fire loss and their 
consideration may very well mean 
the difference between the applica- 
tion or non-application of co-insur- 
ance or the settlement of a loss on 
a factual or arbitrary basis. 

Once some form of property in- 
ventory has been prepared, let us 
consider what must be done with this 
inventory to price it in a manner 
that will reflect the actual cash value 
currently 

Actual cash value has been defined 
and considered by courts in imsur- 
ance valuation cases as the cost of 
reproduction new less depreciation. 
In other words, as our first step in 
pricing we must know the cost of 
reproduction new currently. 

I realize full well that during the 
last eight vears of erratic and rapid 
price changes this has been a difficult 
problem. It is not intended that this 
problem be retined to a point where 
a determination of the cost of re- 
production is made daily, weekly, or 
monthly. It is considered that an 
annual these data is 
normally all that is required. The 
records, however, should be set up 
in such a manner that interim re- 
views on a broader basis might be 
made for insurance guidance when 
conditions warrant 


review of 


There are three broad approaches 
to this problem of pricing the in- 
ventory on a cost of reproduction 
basis. The first is in detail, such as 
would be followed by an accurate 
appraisal having all prices supported 
by quotations from dealers and 
manufacturers of equipment, and 
with consideration for labor rates and 
practices in the specific communities. 

As second and third alternatives, 
there are the use of price trends of 
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a specific and broad nature applied 
to original costs. One of the first 
limiting features of either of these 
procedures is that you must have as 
your original cost base the full and 
complete normal cost new in order 
to apply with any degree of intelli 
gence and accuracy the price trend 
statistics. This condition is very in 
frequently met. As pointed out orig- 
inally, plant property accounts are 
the most conglomerate of all. In ad 

dition to having costs of a wide range 
of years and economic dollar levels, 
the accounts will include excessive 
costs such as were enountered dur- 
ing the war period on cost-plus con- 
tracts, subnormal costs such as ac 

quisitions from WAA or DPC, or 
outright secondhand purchases. An 

other limiting factor is that you 
would be dealing only with costs as 
have been capitalized according to 
some accounting policy and not 
necessarily according to the existence 
of the insurable property 

In considering the pricing process, 

keep continually in mind the terms 
of the insurance contract which re 

quire the availability of costs of re- 
production less depreciation by spe 

cific property units that may be 
involved in a fire at any time. A 

general price trend assumes a very 

broad average of a large number of 
factors and when this same broad 

average is applied to a specific unit 

it may very well indicate a sizable 

difference from the actual facts. This 

is a hazard in addition to the margin 
of error involved in the different 
price trend applications 


Depreciation 


Once a basis is established for 
considering the costs of reproduc- 
tion, the property owner must con- 
sider the basis tor depreciating that 
cost of reproduction to the actual 
cash value as recognized by insur- 
ance companies and adjusters. Ac- 
countants consider depreciation nor- 
mally as the procedure of writing off 
certain stated amounts annually for 
income tax or cost accounting pur 
poses. 

The concept of depreciation for 
insurance purposes is entirely dif 
ferent, Depreciation for insurance 
purposes considers mainly the physi- 
cal condition of the property and its 
use and reflects the repairs and main 
tenance which have been expended 
on the property. Age alone is an 
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insignificant factor from this stand- 
point. Depreciation for insurance 
purposes rarely exceeds 50° against 
any specific unit or group of prop 
etty as long as that unit or group 
of property is being used to its full 
extent ima manner for which it was 
originally designed. This concept of 
depreciation is entirely different 
from that considered for tax or cost 
accounting purposes. 

To summarize the results of a 
system of property records for in- 
surance purposes, consideration must 
now be given to segregations re 
quired only by the insurance prob- 
lem 


Segregation of Figures 


First, in this category, would be 
a segregation of figures between the 
insurable and excluded portions 
The latter category includes those 
portions of the property normally 
excluded from the insurance cover 
age such as underground founda- 
tions, footings, underground piping 
and ducts. There may be other spe- 
cific exclusions depending upon the 
exact insurance form applying to the 
property under analysis. 

The second consideration, in sum- 
marization, would be to segregate 
these data by insurance risks. The 
division of risks is usually desig 
nated by the inspection bureau of a 
state by certain technical definitions, 
such as would limit a fire hazard. 


This usually consists of an area sur 


rounded and protected by fire walls, 


in which openings are protected by 
automatic doors, etc., and is desig- 
nated as a “building.” This division 
by buildings may and frequently is 
different than the building division 
used for accounting or other pur- 
poses. 

It is essential to accumulate the 
valuation data in accordance with 
these building divisions for average 
rate making purposes. The property 
owner is normally required to file 
with the Inspection Bureau a state- 
ment of valuations of the property 
by buildings. Each building has a 
separate rate depending upon type 
ot construction, occupancy, exposure, 
and the only way an average rate 
for the entire plant can be deter- 


mined is by weighting the rate as- | 


signed to each specitic building in 
accordance with the actual cash value 
in each building. So the correct seg 
regation of these figures has a defi- 
Continued on page |07 


don’t miss 
this issue | 


‘What you cando 
to prevent 
“Slaughter on The safe community 


is the one that plans ahead 


M H S ” to prevent tragic highway 
ain treet accidents from happening. 


How would you rate your community 
in these 5 important fields of accident prevention? 


High School Driver Education 

Driver Licensing 

Pedestrian Safety and Traffic Control 
Motor Vehicle Inspection 

Bicycle Safety 


If your community rates low in any of these vital activities, 
now is the time to improve your community safety program. 
Make it effective! 

To help you, American Surety Group has devoted its 
entire November issue of “MAILRoap To Profits” to the sub- 
ject, including details on how to set up a high school driver 
education program. It shows how to obtain support of 
your program: lists the manuals and texts available for use 
in all phases of safety work. 


Today, more and more communities are looking to their 
insurance men for leadership in safety work. Address 
Agency & Production Department, American Surety Group 
for your free copy of “MatLroap To Prorits”. It will help 
you to assist more with the safety program in your com- 
munity. Remember, “Safety is good business”—good busi- 
ness for your business! 


AMERICAN SURETY GROUP 


AMERICAN SURETY COMPANY 
NEW YORK CASUALTY COMPANY 
SURETY FIRE INSURANCE COMPANY 


Casualty Surety + Automobile Inland Marine 


100 Broadway, New York 5, N. Y. 
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CALIFORNIA 


INSURANCE GENERAL AGENTS 


NEW YORK 


TEXAS 


SPEAR AND COMPANY, INC. 
Organized 1921 
GENERAL AGENTS 


NELSON & STROSS 


INSURANCE UNDERWRITERS 
Representing Stock and Mutual Compantes 
FIRE AND CASUALTY 
Graybar Bldg. 420 Lexington Ave. 
NEW YORK 17, N. Y. 

Lexington 2-9870 


JOE W. SUMMERS 


GENERAL AGENT 
TELEPHONE C. 4-184! 


419 E. MARTIN STREET 
SAN ANTONIO 5, TEXAS 


COLORADO 


UTAH 


RITTER GENERAL AGENCY 
Gas & Electric Bidg. 
DENVER, COLORADO 
COLORADO WYOMING NEW MEXICO 


THE 3540 
WRIGHT 
New vork7 ny. AGENCY, Inc. 


METROPOLITAN—SUBURBAN—INLAND 
MARINE AND WORLDWIDE BINDING 
FACILITIES 


THE KOLOB CORPORATION 
General Agents 
Utah, Idaho, Montana, Nevada 
COMPLETE INSURANCE SERVICE 


330 Judge Building 
Salt Lake City, Utah 


FLORIDA 


NORTH CAROLINA 


WEST VIRGINIA 


HUNTER LYON, INC. 


GENERAL AGENT 
901 South Miami Avenue 
MIAMI 36 
Serving Florida Agents 


JAMES 0. COBB AND COMPANY 
111 CORCORAN STREET 
DURHAM, N. CAR. 
Virginia — North and South Carolina 


ALFRED PAULL & SON, INC. 


Supervising General Agents 
For Over 50 Years 


HAWLEY BUILDING WHEELING, W. V. 


OHIO 


CANADA 


WALKER & LIPPITT 


SUPERVISING GENERAL AGENTS 


JACKSONVILLE MIAMI 
239 West Adams St. First Federal Building 


THE INLAND AGENCY 


Specializing in 


FINANCIAL RISKS 
OHIO ON 


Pays You 25%, 
2120 Leveque Lincoln Tower 


COLUMBUS 15, OHIO 


FOUNDED 1864 
ROBERT HAMPSON & SON, LIMITED 
Canadian Representatives 
FIRE, MARINE & CASUALTY COMPANIES 


Brokerage & Service Depts. 


451 St. John St., Montreal 
iit Royal Bank Bidg., Toronto 


LOUISIANA 


R. KIRK MOYER AGENCY, INC. 


Managing General Agents 
RICHARDS BUILDING 
NEW ORLEANS 12, LOUISIANA 


THE JOHN H. MAHON CO. 
FACILITIES FOR PLACING 
FINANCIAL RESPONSIBILITY RISKS 
TRUCKS—BUSES AND TAXICABS 
659 E. BROAD ST. COLUMBUS 15, OHIO 


FRANCIS M. HANN LTD. 
British Columbia General Agents 
560 HOWE ST. 

VANCOUVER TELEGRAMS 
CANADA UNDERWRITE 
VANCOUVER 


MASSACHUSETTS 


OKLAHOMA 


FAIRFIELD & ELLIS 
60 CONGRESS ST. BOSTON, MASS. 
79 JOHN ST. NEW YORK CITY 
Boston General Agency 
Reinsurance Negotiated 
Conadien OGce 
Fairfield, Ellis & Grant, Led 
460 Se. John Se Montreal, Canada 


J. R. POLLARD 
GENERAL AGENT 
First Nat'l Bidg. 
Oklahoma City, Okla. 
Fire — Marine — Casualty 


HOBSON, CHRISTIE & COMPANY LTD. 
GENERAL AGENTS 
Established 1898 

326 WEST PENDER ST. 
VANCOUVER, B. C. 
Telephone PAcific 4157 


MONTANA 


TEXAS 


H. S. DOTSON COMPANY 


MONTANA GENERAL AGENTS 
Granite Building 
Helena, Montana 


T. A. MANNING & SONS 
Insurance Managers 
Established 1904 
DALLAS 1, TEXAS 


Robert Howard J.M. Williams J. A. Carmody 
O Oliver W. Mines 


ROBERT HOWARD & 60., 
LIMITED 
INSURANCE BROKERS 


CANADA CEMENT BLDG. 
MONTREAL, QUEBEC 


NEW YORK 


Hoey, & Frost, INc. 
INSURANCE UNDERWRITERS 
118 William Street, New York 7, N. Y. 


Writtne Att Ciasses oF INSURANCE 
Locat anp Country Wine 


FRANK RIMMER & COMPANY 


HOUSTON DALLAS city 


Marine, Fire & Allied Lines 
General Agents For 
TEXAS, OKLAHOMA, ARKANSAS 


JONES & PROCTOR BROS., LIMITED 
GENERAL INSURANCE BROKERS 
100 Adelaide St., West, 
Toronto. 
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CANADA 


REDMOND & SHAUGHNESSY 
LIMITED 
SERVICING OUTSIDE 
BROKERS FOR OVER 
25 YEARS 
315 St. Secrament Street, Montreal 


REED, SHAW & McNAUGHT 
Established 1872 


Complete Insurance Facilities 


360 St. James St.. W. Montreal, Que. 
64 Wellington St., W. Toronto, Ont. 


RYAN AGENCY 


LIMITED 
AGENTS 


S BLDG. 
WINNIPEG, MANITOBA, CANADA 


WILLIS, FABER & CO. 
of Conede, Umited 
INSURANCE BROKERS 
Board of Trade Bidg. 
Parent Office 
FABER & DUMAS, LTD. 
England. 


Montreal 
witul 


A. E. WILSON & COMPANY, LIMITED 
Lumsden Bidg. Toronto 


Insurance Service 


Throughout Canada 


Common Labor 
Mason . 
Tender ... 
Carpenter 
Painter .. 
Sheet Metal Worker 
Structural Steel Erector 
Reinforcing Steel Worker 


Common Brick 
Lime 
Sand 
Cement 
( vi ivel 
mension I r 


3” 


to &” Dimension Lumber 
= 12” Timbers 
#2 Lumber 
4 #1 Lumber 
Maple 
Millwork 


Roofing 
Structural Steel 
Sheet Metal 

Reinforcing Steel 
Paint .. 
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Property Records—from page !05 
nite effect on the insurance rate and 
the resulting insurance premiums. 

The next segregation required 
between buildings and contents. This 
segregation may, and frequently 
differ from the accounting 
treatment as between buildings and 
contents. The insurance form apply- 
ing to property usually defines what 
is considered as buildings, and what 
is considered as contents, so that if 
one is going to attempt such a seg- 
regation, he must be sure to study 
the insurance form and get the coun- 
sel of his insurance adviser. 

Since the entire problem of insur- 
ance and property valuation is a 
continuing requiring current 
knowledge of existence and actual 
cash value of all property units at 
any time, it is now necessary that 
thought be given to the method of 
keeping such property records up- 
to-date. Many good intentions in 
respect to property records have 
gone astray due to the lack of con- 
sideration for their upkeep. Prop- 
erty records are a moving picture 
of plant properties and not a snap- 
shot. They must reflect property 
changes as they occur daily and have 
the information compiled in such a 
manner that the identification, 
tion, and actual cash value can be 


does, 


one, 


loca- 


determined on short notice. This 
need not be a large or additional 


USED IN 
CONSTRUCTION COST INDEX 
Brick Reint'd Brick 
Frame Mill Cone Steel 
7 93 14.8 6.2 
8.5 23 5.1 
3.5 9 19 
31.2 15.4 15.1 96 
20 1.2 19 
4 Jl 3 
38 
148 23 60 
12 4 7 
1 2.3 28 23 
4 47 119 63 
28 67 3.2 
176 7 11 
18 93 3 
5.9 
38 15 49 
15.6 8 
59 4 3.9 
12.4 10.5 9.3 17.5 
Pa 2 1.0 29 
20 199 
9 19 
10.7 
1.5 6 1.2 1.3 
100. 100. 100. 100 


LABOR & MATERIAL 


chore. The requirements in connec- 
tion with the insurance problem can 
ordinarily be worked into the pro 
cedure normally followed for the 
control of plant property accounts 
for tax and accounting requirements. 


Cost of Records 


Of necessity the cost and work 
involved in perpetuating those rec 
ords must be recognized so as not to 
get it so costly that the expense in- 
volved will outweigh the problem 
itself. ¢ mn the other hand, you must 
frankly face the responsibility of the 
insurance contract and recognize that 
according to that contract you must 
be able to prepare a statement of 
the quantity, location, identification, 
and actual cash value of any portion 
of the plant at any time. 

The maintenance of reasonably ac 
curate property records for either 
accounting, tax, or imsurance pur 
poses requires periodic policing by 
someone familiar with both the prop 
erty and the property recards. It is a 
common occurrence to have a good 
set of property records prepared only 
to find after several years of main- 
taining such records on the basis of 
shop orders, information slips, etc., 
that they do not represent the prop 
erty as currently existing. This con- 
dition can only be caught through a 


periodic spot checking of the prop 
erty with the records or vice versa. 
PRICE TREND 
CHICAGO OFFICE 
1913 10) 
June lune December 
1939 1947 1948 
19] su) 707 
24 416, 55 
186 $95 563 
250 458 Sim) 
281 489 523 
275 422 3S 
275 435 
278 555 Os 
24 00 
185 253 
154 43 276 
169 
182 179 
440 
177 438 407 
123 307 
135 419 404 
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175 485 
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Reinsurance Lessens the Shock. Tremendous capital outlays are at stake in 

the continuing operation of steel producers. A major accident or disaster 

could destroy or hamper a steel plant with sizable insurance costs. Properly drawn 
reinsurance is the most important safeguard employed by the insurance 


companies writing large risks. Our experience enables us to assist insurance 


companies with practical! facilities. 


ExsCEss INSURANCE COMPANY OF AMERICA 


99 JOHN STREET, NEW YORK 7, N.Y. © 6 EAST 11th STREET, KANSAS CITY 6, MO. 
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SELLING 


OFFICE 


PLENTY OF PROSPECTS 


IE. MEET them first when we 

enter the world and are fed 
milk sold by a bonded milk dealer, 
and they follow us to death in the 
parlor of a bonded undertaker. 
Bonds . bonds required by ordi 
nances, laws, regulations, licensing 
requirements bonds affecting 
businesses and professions of every 
type. And bond 
business is hard to sell! 


The General 


BUILD THEIR EGO 


some agents say 


HIS idea won't cost you much. Get your 

local job shop to print a supply of blotters 
designed for your own use, with a message 
across the top reading: “We Are Glad to 
Read About You" . . . Then in the space be- 
low paste a newspaper clipping about the 
person to whom you are sending the blotter. 
Across the bottom of the blotter you can 
have printed something like: “You've Heard 
About the Jones Insurance Agency (and any 
other message you like). Then read your 
local papers with shears in hand and clip 
notices of engagements, weddings, anni- 
versaries, births, graduations, items about 
children, travel, election to office, etc. Paste 
the clipping to blotter—and win a friend.— 
Firemans Fund Record 


PICTURE THIS PROSPECT 


\KE the amateur photographer, 
for instance. Once bitten by the 
bug, he has an everlasting outlet for 
all his spare time and extra dollars. 
He's never until he has 
really more equipment than he needs, 
and what he has is the best he can 
afford. 
He loves his hobby and is im- 


satistied 


mensely proud of his equipment. The 
insurance man who shows him how 
to protect that hobby will have his 
full trust contidence forever. 
Know your floater, it’s a 


clear road to bigger business ! 
“M utuality 


and 
camera 


Mutual Fire Ass 


Northwestern 
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BEFORE A LOSS 


OUK chent buys tire insurance 
Wise the house burns down 
You can't place the insurance after 
the conflagration. 

He wants burglary protection /e- 
fore the robbery. What use is it 
after “the horse is stolen”? 

Certainly, his employees are hon- 
est today. The company would not 
want to bond them if they were not 
But 

How about tomorrow the 
many tomorrows to come while they 
work for your client? You don't 
have to go far to learn that the hon 


and 


est employees of today are those who 
cause the millions of dollars of losses 
in the coming tomorrows. 

That means you must reach em 
plovers before there is a dishonesty 


loss in their concern. 
The Employers 


Pioneer 


BE SURE YOU'RE THE 
ONE TO TELL HIM 


HE days of “soft selling’ are passing 

quickly. Good salesmanship—good serv- 
ice—careful attention to policyholders and 
clients, is taking its place. It's a healthy 
sign when buyers begin to choose—look for 
the best, and the most for their money. 
That's when you can build substantial and 
lasting clients. That's when good service 
counts most. 

These days nobody is going to wear a 
beaten path to your door just because you 
have the best “mouse trap" and best 
service. You must go out and tell them 
about it—explain carefully—how—why—and 
where! 

And just because a customer has one or 
two policies with you—even for several years 
—you can't expect him to stay sold. Chang- 
ing conditions, economic and financial, are 
all warning signals to be on your job. Be 
sure he gets his insurance information from 
you first—instead of from some competitor. 

These are challenging and profitable in- 
surance client building days—but you've 
got to be on the firing line every day. 

—Nationa! of Detroit Agents Record 


_HOME 


THAT GENTLE PUSH 


he 


Onlv a small stone 


CAR is stalled on a hill 
is off 
in front of the rear wheel keeps it 
from re Hing The ditference between 
a stalled car and a car rolling down 
that hill is a gentle push 
The ditference between a stalled 


sale and a closed sale is a gentle 


push. Closing a sale is merely nudg 
ing the prospect to do what he really 
wants to do. 

rh ( entr 


DON'T BE BASHFUL 


SK ‘em to buy!" A sales talk, no matter 

how good, that doesn't include a 
direct request for the business is as in- 
effective as a fish-line loaded with bait but 
no hooks. Once your prospect has been sold, 
he rightly expects to be told what to do 
about it—right then! But the very enthusiasm 
that made your presentation sincere and con- 
vincing may carry you on to stress still more 
features, more benefits .. . and your sale 
goes out the window as your prospect's mind 
is taken off the matter of buying. Study your 
man closely as you talk and you can sense 
when he knows encuah about your policy to 
want it. Then, stop nq and start <osing 
You may not need all the ‘bait’ in your kit 
to land a sale . . . but you do need a hook! 


New 


WHERE DO THEY GO? 


UT of « very 100 lost customers 
in the average business, it) is 
said, 68 drift away because of in- 
different treatment accorded them 
Fourteen have unadjusted griev 
ances and take their business else 
where. 
Nine buy elsewhere because of 
price inducement or better service. 
Five are influenced by friends to 
buy from the friends’ favorite dealer. 
Three move to parts unknown; 


one is dead or unaccounted for 
—The Marvlander 
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UNIFORM INTERPRETATION— from page !9 


mium at inception whether it be a one-year policy or 
a five-vear policy. Hence the ratio expenses incurred to 
net premiums written more nearly reflects actual operat- 
ing results 


Further Refinements 


While the method of combining ratios is reasonable 
for all practical purposes, further refinements could be 
made and for some purposes should be made. Not all 
expense is in connection with the acquisition of new 
business. Certain administrative overhead and general 
expense of supervision of business on the books might 
better be allocated against earned premiums, This divi- 
sion would be somewhat arbitrary and theoretical but it 
carefully made would result in a more accurate ratio. 

Another retinement that would result in more accurate 
underwriting figures concerns the calculation of the 
reserve for unearned premiums. For more accurate re 
sults on either a rising or falling volume of business un- 
earned premiums should be established on a monthly 
pro-rata basis rather than on the fractional method which 
has the effect of valuing all business as if written at the 
middle of the year. \s some companies use the pro-rata 
method and others the fractional formula, results are 
neither uniform nor comparable. In the last few years of 
expanding volume the fractional 


rapidly premium 


formula caused the unearned premiums to be understated 
and therefore the earned premiums to be overstated. 


casualty, fire 


automobile and surety 
reinsurance 


catastrophe 
excess of loss 
treaty and specific 


Specialty covers including: 
steam boiler excess 
fleets, motor cargo 


aggregate excess 


EXCESS UNDERWRITERS inc. 


90 John St., New York 
fice © Insurance Exchange Bidg. 
fice 510 South Spring St. 


los Angeles 


Inconsistency is also prevalent in handling the item of 
unauthorized reinsurance. Some companies in comput- 
ing underwriting results ignore accrued unauthorized 
reinsurance while others reflect fully the reinsurance in 
their underwriting accounts but set up a liability to meet 
the statutory requirements. Unless all reinsurance is run 
through the underwriting account distortion exists. 
When unauthorized accrued reinsurance is ignored it 
tends to diminish an undetwriting profit or exaggerate 
an underwriting loss. Although the effect on underwrit- 
ing is relatively minor the fact that an inconsistency 
exists may present some rating authority with ammuni- 
tion which would do the business no good. 

Still another item that requires explanation concerns 
the handling of excess of loss or catastrophe reinsurance 
Not only is this item quite substantial but it varies 
markedly For example, a small 
company with excess of loss limits set rather low will 
show a relatively large premium for reinsurance and thus 
a relatively smaller net premium in relation to expense 
of operation than a larger carrier with higher loss 
limits and relatively smaller reinsurance premiums. This 
observation would not apply to normal pro-rata rein- 
surance arrangements. The relatively higher expense 
ratio reported by the smaller carrier in this example 
would be offset by a relatively lower loss ratio as a 
larger portion of its risk was covered by reinsurance 
We see this more in the casualty insurance field than 
among fire carriers. 


among companies, 


By-Line Experience 


In the future additional information will be available 
on underwriting experience by classes of business. This 
is an important and worthwhile supplement to the annual 
statement. Years ago when fire lines predominated this 
Was not as important as it is today when less than half of 
the total business underwritten by stock fire carriers 1s 
pure fire insurance. One example will point up what 
I mean. About a year ago a representative of an invest- 
ment banking house came to our office to discuss what 
he termed a deterioration in the management of one of 
our leading companies. He pointed to the relatively poor 
showing the company was making in relation to the ex- 
perience of certain other companies and conclided that 
he should advise all of his customers to sell their holdings 
in the stock of that carrier because the management was 
obviously going down hill. 

You probably have guessed his trouble. He was com- 
paring the over-all results of a company transacting 
principally fire lines with other companies writing sub- 
stantial blocks of ocean marine and hail business in addi- 
tion to their fire lines. These two lines were unusually 
profitable in that period while fire business was. still 
suffering from the effects of inflation. As a matter of 
fact, the company whose management he was criticizing 
for losing its touch was reporting underwriting results 
on fire lines comparable to those reported by the other 
companies on the same lines. 

With such wide variations in both losses and expenses 
among different classes of business and the writing of 
still more classes under multiple line operations it is 
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increasingly important to have an accurate break-down 
by classes to evaluate what is happening on each line. 
\s Professor Blanchard has said on more than one 
occasion “Ratios of loss or of expense mean little unless 
interpreted in the light of all the facts. A high loss ratio 
may mean adequate reserves, excessive reserves, poor 
risks, or lavish loss settlements ; a low loss ratio may mean 
inadequate reserves, careful selection of risks, an efficient Have you tried 
claim department, or extraordinary good fortune. A 
high expense ratio may be the result of inefficient man- 
agement, careful provision for the future, or unusually 
good service to policyholders ; a low expense ratio, the 
result of efficient management, unwise retrenchments, or 


inferior service.” 
Rating 


Constant effort must be made to refine rating systems 
and to find ways and means to reflect underwriting ex- 
perience in the rates more rapidly. Particularly in 
these matters, figures must be the servant not the 
master of management. Insurance commissioners have 
been given increased authority over rates and have 
been charged with the responsibility of seeing that 
these rates shall not be excessive nor unfairly dis- 
criminatory, but adequate. Furthermore varying rates 
of profit have been specified or implied on different 
classes of business. The insurance business has nothing 
to hide and everything to gain by presenting its figures 
in such a manner as to leave no room for controversy. 

Many people do not fully appreciate the lapse of time 
between a rate adjustment and its reflection in under- 
writing results. It actually takes two years for a rate ad- 
justment to be fully reflected on one year policies, six 
years on three year policies and ten years on five year 
policies. A recent dramatic example was the experience 
on motor vehicle business following the war. Despite 
rate adjustments, the loss ratio in 1945 hit 76.2% and | we out service all of our 
was only five points lower in 1946—well above profitable | our boast, competitors 


levels. | 


for Fidelity and Surety Bonds 


Investment Income 


One more minor point—all companies should com- 
pute interest earnings and investment income recogniz- 
ing the principle of amortization. While this refinement 
may seem to be more trouble than it is worth it will help 


make insurance figures like Caesar's wife, “bevond sus- | 
| 


picion.” 

If company accountants are not diligent in adhering to 
the fundamentals of the instructions on uniform ac- | 
counting but resort to arbitrary allocations, the figures 
which they produce will not be comparable with those of 
companies which follow the rules faithfully. They will | 
not only frustrate the efforts to obtain good figures but | WESTERN SURETY COMPANY 
will jeopardize more than the current program. If this 
initial step toward greater uniformity is accepted as a ONE OF AMERICA’S OLDEST BONDING COMPANIES 
challenge to the business to solve its own problems and is 


taken as an opportunity to show what can be done, it will 
go on a long way toward making state supervision work. | 175 West Joekson Blvd. Sioux Fells 21 West 10th Street 
Chicago, Illinois South Dekote Kensas City 6, Mo. 


Write us about an agency 


A successful demonstration in this one field will point 
the way to solving similar problems in other fields. 


a From an address by Joseph P. Byrne, vice president, Alfred M. Best 
nee Ac 


Company, Inc., before the Insura untants Association, 
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SURVEY THIS 


19.85 per cent of those who requested a booklet mentioned in 


AMICO national ads increased their insurance after reading the booklet. This 


is proved by a survey of results from the ads, titled Sy» You THINK You're 
Invured, running currently in Newsweek at §. News. The ads otter a free 
booklet, 29 Gups in Your Bridge to Security, and feature lines of casualty 
coverage. Each ad points to the advantage of consulting an AMICO agent 
about personal and business insurance protection 

A complete set of well-planned merchandising material enables the agent 
to ue in locally with the national advertising campaign 

Every Amico ad and every merchandising aid has one objective — to 
help the agent sell more insurance 

Results prove this national ad campaign has paid ott in real sales for local 


AMICO agents 


Best's 


\\ fe 
5 YO THINS \ 
| \ a 
& 
CAMPAIGN SELLS INSURANCE 
> 
FASEL 
D 4 
ASK 
of Frig at 
St Cum ry 
112 Fire and Casualty News 


ATLANTIC Mutua! Group 
New York, New York 


Absorbs Casualty Affiliate 


Plans have been approved by policvholders and the 
New York Insurance Department for the merger of the 
Atlantic Mutual Indemnity Company and the Atlantic 
Mutual Insurance Company. All of the assets and ha 
bilities of the indemnity company were assumed by the 
\tdlantic Mutual Insurance Company on November 1, 
1949, 


New Trustees and Directors 


John FE. Slater, president of American Export Lines, 
Inc., and Benjamin Strong, president of the U.S. Trust 
Company of New York, have been elected to the board 


of trustees of Atlantic Mutual Insurance Company and | 


the board of directors of Centennial Insurance Com 
pany. 


Shipping and American Overseas Airlines, Inc., and 
also chairman of the board of American Steamship Own 
ers Mutual Protection and Indemmity Association, Ine 

Mr. Strong is a trustee of U.S. Trust Company of 
New York and the Seamen's Bank for Savings in the 
City of New York and a director of various insurance 
companies, He ts also pre sident of the board of trustees 
of Union Theological Seminary and director of Presby 
terian Hospital of New York 


BIRMINGHAM Fire Insurance Company 


Birmingham, Alabama 


Recapitalization 


New financing will add $200,000 to the combined | 


capital and surplus funds of this company. Stockholders 
of record October 5 were otfered the rights to purchase 


10,000 new shares of stock at S20 per share, par S10, | 


in the ratio of one share for each three shares held 
Of the $200,000 to be realized by the sale, $100,000 will 


be added to capital to raise the amount outstanding to | 
$400,000 and the balance, less expenses of approximately | 
$10,000, will be credited to the surplus account. Stock- | 


holders’ rights to purchase new stock expired November 


10. 
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CITIZENS NATIONAL Casualty Insurance Co. 


Bris 


THE BLUE RIDGE Insurance Company 
Shelby, North Carolina 


Recapitalization 

Phis company has completed plans to raise outstanding 
paid-in capital from $326,000 to $500,000, The official 
stalf of this company is headed by F. W. Blanton, presi 


| dent, and F. HL. Sikes, vice president, who are similarly 
| identified with the Manufacturers & Jobbers Finances 


Corporation also located in Shelby 


CASUALTY UNDERWRITERS, Incorporated 


St. Paul, Minnesota 


Capital Increase 


The Casualty Underwriters announced that as of Sep 


| tember 30 capital had been increased from $130,000 to 
Mr. Slater ts a director of American Bureau of | 


$225,000 and $95,000 contributed to surplus by the 
sale of additional stock at $20 per share or twice par 
Following this increase in capital funds the company 
relaxed its policy of writing six months’ contracts and 
now writes policies on either the six-month or annual 
basis. Organized two vears ago to write full coverage 


| automobile, management plans anticipate the writing of 


all casualty lines by January 2, 1950 


Indianapolis, Indiana 


| Organizing 


This new multiple line insurer is now in the process 
of organization by interests connected with the Citizens 
National Life Insurance Company, Indianapolis, In 
diana. Plans call for a capital of $208,100 and con 
tributed surplus of $416,200 to be produced through the 
sale of S1 par value stock at three times par. (Operations 
will be initially limited to the writing of automobile lines 
and aceident and health coverages in the State of In 
diana 

The official staff includes John Wilkins, president ; 
Joseph OY Daniel, vice president and Harlan B. Liven- 
good, secretary-treasurer. In addition to these three 
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All forms Casualty Insurance 
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FIRE AND CASUALTY COMPAN 


ORLANDO FLORIDA 


Just as Miss Liberty symbolizes a 
warmth of hospitality and friend- 
liness to visitors arriving inside 
U.S.A., so does the Hotel Fort 
Shelby represent those cherished 
qualities to visitors in Detroit. 


Conveniently located, The Fort 
Shelby is famed for the recognized 
value it offers in its 900 rooms 
with bath, chairside radio, servidor, 
and circulating ice water; as well 
as its two excellent restaurants 
and attractive cocktail lounge. 


GARAGE AND PARKING FACILITIES 


[FORT SHELBY 
‘DETROIT 


Frawley General Manager 


Vg 


CITIZENS NATIONAL—Continued 


men the directorate includes Harold Matthew, E. W. 
Krempp, George R. Ranes, Paul J. Mills and William R. 
Krafft. The officers and directors, with the exception of 
Mr. Krafft, all hold similar positions in the parent 
company. 


COMMERCIAL STANDARD Insurance Co. 
Fort Worth, Texas 


Examined 


Surplus of this company was $944,440 as of December 
31, 1948 according to a Convention report of examina- 
tion recently filed by the Insurance Departments of 
Illinois, Kentucky and Texas. This recognized surplus 
is $72,116 greater than that reported by the company 
in its annual statement as of the same date. The ex- 
aminers increased surplus through decreasing reserves 
for unpaid claims by $58,159, liability loss reserves by 
$21,300 and tax reserves by $26,405. The principal 
charge against surplus was an increase in workmen's 
compensation loss reserves of $32,402. 


FIRE ASSOCIATION Grouo 
Philadelphia, Pennsylvania 


Merger Terms 


Plans have been completed under which stockholders 
of the Fire Association of Philadelphia and its affiliated 
fire companies, Lumbermen’s, Philadelphia National and 
Reliance, will vote November 17 on a proposed merger 
of each of the three companies into the Fire Association. 
Shares of the affiliated companies will be converted into 
shares of Fire Association on the basis of exchange rates 
assigned by Alfred M. Best Company, Inc., which follow. 


\ctual 
Fair Exchange Rate 
Company IEexchange Rate — after bonus 
Lumbermen’s .. 1.22436 1.479 
Philadelphia Nation: (0.29243 0.353 


Merger terms outlined to stockholders by Frank 
Thomas, president, disclose it was originally proposed 
that upon completion of the merger a 20° stock divi- 
dend be declared to stockholders of Fire Association 
However, in order to simplify procedure and also to 
balance the issued capital of an enlarged Fire Associa- 
tion to an even $3,400,000, the directors authorized a 
stock dividend of 20.77°7 to stockholders of all the com- 
panies as an incident to, rather than after, the merger 

It is management's present intent to place new Fire 
Association stock on a 63¢ quarterly dividend basis be- 
ginning in 1950, a yearly dividend rate of $2.60 per 
share supported by projected investment income for 
1930 of $3.95 per share. On this basis, compared with 
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present dividend return, income to stockholders after aseasvceuseuassnonenreasuasse 
mergers will be increased by 25.5% in the case of Fire 
Association, 26.9% for Reliance, 31.4% for Philadelphia 
National and 9.6% for Lumbermen’s. 

In addition to these benefits the three smaller affiliates | 
will have avoided a competitive disadvantage which 
their present capital structure would ultimately have 
imposed and their. stockholders will share in the bene- Cisanure Compare 
fits of the strengthened continuing parent company. 
The capital and surplus of Fire Association by merger 
will be expanded in the amount of approximately $4,- 
500,000. Also there should ultimately accrue moderate 
but definite benefits resulting from efficiency in operation 


BALTIMORE NEW YORK 


Joins National Bureau 


The Fire Association of Philadelphia, Lumbermen’s 
Insurance Company, Philadelphia National Insurance 
Company and The Reliance Insurance Company have 
been elected to membership in the National Bureau of A PROGRESSIVE 
Casualty Underwriters. These affiliated fire companies 
are entering the casualty insurance field under multiple 
line underwriting laws. 


SURETY and CASUALTY 
COMPANY 


GREAT AMERICAN Group 
New York, New York 


| 


Capital Increases 


Stockholders of the Great American Insurance Com- | 
pany and a subsidiary company, Rochester American | = 


Insurance Company, will meet on November 29 to act 

upon recommendations of their boards of directors to 

authorize capital increases by stock dividends. It is pro- THE GREEN LIGHT IS ON 

pe sed to increase the capital of Great American to $10,- 

000,000 by a 25 stock dividend and the capital of | ye 

Rochester American to $1,500,000 by a 50% stock divi- | Stage “ For more sales. use 


dend. In the case of the Great American the recom- 
the modern, up-to- 


mendation includes as a preliminary step the retirement an : 
ares of its capit: *k, px alue $5, (ny date promotional lit- 


of 30,000 shares of its capital stock, par value $5, now 
held by the Great American Corporation, an affiliated yt ‘ > erature which is just 


holding company, which would reduce the insurance 
5 pan} one of the many serv- 


company’s capital to $8,000,000 | 
According to Chairman Ackerman’s announcement to ¢ Hi ices offered by the 

stockholders it is anticipated that after the payment of I ] Springfield Group to 

the stock dividends the same rate of regular annual divi- r—} i its agents throughout 

dend, $1.20 per share, will be continued on the stock of en ahioteinn 

both companies but that the extra dividend of ten cents | ~~ in 

per share declared in December, 1948 will not be re- | e 


peated this vear. 


| 


| ~~ 


GREAT LAKES Automobile Insurance Group | THE SPRIN GF FIE L D GI ROUP 
Chicago, Illinois SPRINGFIELD FIRE AND MARINE al COMPANY SPRINGFIELD. MASS. 
GENTINEL FIRE INSURANCE COMPAN + «© «© «© SPRINGFIELD. MASS. 


MICHIGAN FIRE AND MARINE INSURANCE “COMPANY + OETROIT. 
Licensed (NEW ENGLAND FIRE INSURANCE COMPANY SPRINGFIELD. MASS, 


The Great Lakes Automobile Insurance Group of OF FIRE INSURANCE COMPANIES 
Chicago has been licensed by the Illinois Department to | 
automobile insurance. 


write all lines of 
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HOME Insurance Company 
New York, New York 


New Director 


T. J. Ross, senior partner of the firm of Ivy Lee and 


T. J. Ross, public relations consultants, has been elected | 
successor to the late | 
| board of directors. A. D. Sappington was elected vice 


a director of this company as 
John A. Stevenson, former president of the Penn Mu- 
tual Life Insurance Company. Mr. Ross has been ac- 
tive in public relations since he became associated with 


the late Ivy Lee in 1919 and has been senior partner 


of the firm since 1934. 


ILLINI Insurance Association 
Champaign, Illinois 


New Organization 


This new reciprocal was licensed August 26 by the | 


Illinois Insurance Department with a guaranty fund of 
$25,000 to transact automobile insurance. Illini Man- 
agement Company, Incorporated is attorney-in-fact. 


MASSACHUSETTS Bonding and !nsurance Co. | 


Boston, Massachusetts 


Television Parts Policy 


As an outgrowth of the ruling of New York At- 
torney General Goldstein on television service contracts, 
the Massachusetts Bonding and Insurance Company in 
cooperation with the R. C. A. Service Company has 


devised a policy to cover the replacement of parts and | 
tubes in television receivers. The plan, which has been | 
approved by the New York department, may be applied | 


to all renewal contracts purchased in New York. The 
attorney general had held that the renewal of television 
service contracts and the inclusion of provision for 
the replacement of parts was not a warranty but insur- 
ance. 


M. F. A. Mutual Insurance Company 
Columbia, Missouri 


| Executive Changes 


J. M. Silvey, formerly executive vice president, has 
been named president of this mutual. Mr. Silvey sue- 
ceeds F. B. Heinkel, who was elected chairman of the 
counsel 


and general and Paul Keithley, 


formerly office manager, advanced to the office of secre- 


president 


tary and office manager. 


JERSEY MANUFACTURERS Cosualty 


Insurance Company 


JERSEY MANUFACTURERS Ass'n Fire 


| Insurance Company 


Trenton, New Jersey 


Dividends to Policyholders 


The directors of these companies have declared the 
regular dividend, an extra dividend, and a 
special extra 3° dividend, or a total of 3077, on net 
premiums under policies expiring during the first 
quarter of 1950. Approval of these dividends has been 
received by the Department of Banking & Insurance 
of the state of New Jersey. 


THE NORTHWESTERN Insurance Company 


| Seattle, Washington 


Title Changed 


The Northwestern Insurance Company on October 1, 
1949 adopted the title Rainier National Insurance Com- 


| pany to distinguish it from all other carriers having 
| the word “Northwestern” 
| plans call for the company to engage in multiple line 


in their title. Management 


underwriting activities by January 1, 1950, subject to the 


| approval of the Insurance Department of Washington. 


Domestic and Foreign 
REINSURANCE 
Treaty-Facultative and Excess of Loss 
Providing Fire and Automobile Re-insur- 


ance for companies with limited facilities 
operating in confined areas. 


Cudd & Coan. Ine. 


Telephone 3700 
Spartanburg, South 


REINSURANCE UNDERWRITERS 


INCORPORATED 


ty 
Complete Facilities in 
the domestic and 
London Markets 


155 MONTGOMERY STREET - SAN FRANCISCO 
3757 ‘WILSHIRE BLVD. - LOS ANGELES: « 
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OTIS CLARK, President 


A Participating 
Stock Company 


Established in 1922 


Workmen's Compensation 
Manufacturers’ and Contractors’ 
Bodily Injury and Property Damage 
Automobile Bodily Injury and Prop- 
erty Damage 

Automobile Fire, Theft and Colli- 
sion 

Owners’, Landlords’ and Tenants’ 
Bodily Injury and Property Damage 


Elevator Bodily Injury and Property 
Damage 

Comprehensive Liability 

Plate Glass 

Comprehensive Personal Liability 
Fidelity and Surety Bonds 

Forgery Bonds 

Burglary, Robbery and Theft 


Wm H HOOVER, Président and Choirmar 


PACIFIC NATIONAL Fire Insurance Company 


San Francisco, California 


New Director 


Walter H. Field, prominent business man and _ in- 
vestor of Modesto, California, has been elected a mem- 
ber of this company’s board of directors. Mr. Field, be- 
sides being identified with numerous California busi- 
ness and financial interests, is active in the American 


fraternal organizations. 


PREFERRED ACCIDENT Insurance Company 
New York, New York 


Additional Data Available 

A supplementary report covering the operations of 
the Preferred Accident for the first eight months of 
1949 is available to full service subscribers on request 


RHODE ISLAND Insurance Company 


Providence, Rhode Island 


California Losses 


This company with the consent of the Superior Court 
of California has made arrangements with the California 
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Legion, Modesto Kotary Club, Shrine Club and other | 


Insurance Commissioner whereby it will be enabled to 
service its policvholders on losses occurring under Cali- 
fornia business. The company heretofore paid from its 
Home Office funds such California losses as were pre- 
sented, but, under the Court order that was in force in 
California, assureds as well as agents and brokers ac- 


cepting such payments were in violation of the orders 


of the Insurance Department of the State of California. 
The agreed upon amendment to the Superior Court 


order legalizes the position of California policyholders 


and California agents and brokers in accepting payment 


from the Home Office of the Rhode Island on losses out- 
standing. The company has repeatedly maintained that 
there was no foundation to the claims of insolvency 


made by the California Department. 


Financial statement figures as of June 


low. 
Admitted Assets 

Stocks 

Premium balances ............. 

Balances due from reinsurers ... 

Reins. recoverable and other assets . 


Accrued interest 


30, 1949 fol- 


$3,581,268 
2,135,951 
1,071,042 
1,014,023 
1,681,496 
837,501 


56,355 


$10,377,636 
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UNITED STATES 
CASUALTY COMPANY 


Home Office 
60 John Street New York City 


St. Louis — Washington 
Underwriters 


OF THE 


ST. LOUIS FIRE & MARINE 
INSURANCE CO. 


AND THE 


WASHINGTON FIRE & MARINE 


INSURANCE CO. 


ST. LOUIS, MO. 


Rated “A+,” Excellent, in Best 


RHODE ISLAND —Continued 


Liabilities 


Unearned premiums .................. $3,219,996 
Treaty reinsurance funds .............. 3,974,792 
Res. for expenses and other liab. ....... 329,642 

1,000,000 
Contingency reserve 100,000 


SELECTED RISKS Indemnity Company 


Branchville, New Jersey 


Capital Increased 


A 10% stock dividend has been voted by the board 
of directors of the Selected Risks Indemnity Company. 
It was paid to stockholders of record November 1, 1949 
and increases capital from $500,000 to $550,000. As of 
September 30, 1949 this company had a capital of $500,- 
000, surplus of $1,000,000 and a voluntary reserve of 
$247,072. 


STANDARD LIFE & Accident Insurance Co. 
Oklahoma City, Oklahoma 


New President 


Leonard H. Savage was recently named president of 
this company to succeed the late W. R. Emerson. Mr. 
Savage who has specialized in insurance law began his 
career as assistant to the late Commissioner Read of 
Oklahoma. 


TRAVELERS Group 
Hartford, Connecticut 


Stock Dividend 


At special meetings held October 31, stockholders of 
the Travelers Insurance Company, Travelers Fire In- 
surance Company and Travelers Indemnity Company 
approved recommendations of the respective boards of 
directors to double the capital of each company by 
means of a 100° stock dividend. After payment of the 
stock dividend December 15 to stockholders of record 
November 25 the companies will have capital of $40,- 
000,000, $4,000,000 and $6,000,000, respectively. 
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West Central Office: Lincoln, Neb. 


Home Office: Bloomington, Illinois 


Western Office: Berkeley, California 


North Central Office: St. Paul, Minn. 


To better serve almost 
two million policyholders 


STATE FARM INSURANCE COMPANIES 


State Farm Mutual Automobile Insurance Company 


State Farm Life Insurance Company 
State Farm Fire Insurance Company 


UNION Casualty Company 
Omaha, Nebraska 


Liquidation Order Requested 


An application for an order liquidating the Union 
Casualty Company, has been requested by Nebraska's 
Insurance Commissioner, Bernard R. Stone. In his ap- 
plication the Commissioner pointed out that an examina- 
tion of the assessment corporation’s books as of June 1 
disclosed liabilities exceeded assets and that the company 
was unable to correct the impairment or find new man- 
agement within the thirty-day grace period. 


WM. PENN Fire Insurance Company 
Philadelphia, Pennsylvania 


Mid-Year Results 


Operating experience of this company for the first 
six months of 1949 produced a 27.4% loss ratio and a 
59.4% expense ratio, producing a combined loss and ex- 
pense ratio of 86.8%. Management reports that ex- 
penses incurred during the six month period included 
non-recurring legal, accounting and other expenses of 
$117,571. 

A balance sheet showing the company’s position as 
of June 30, 1949 follows. 


Admitted Assets 


Bonds 
Stocks 


$1,814,981 
380,771 


| Premium balances 


633,126 
30,000 
655,123 
1,230,246 
74,905 


Cash 


Due from other ins. cos. 
Miscellaneous 


Liabilities 
Unearned premiums 
Loss reserves 
Treaty reinsurance funds . 
Taxes and other liab. 


136,665 
1,117,599 
203,312 


Total Liabilities . $2,703,754 


Contingency reserve 


400,000 


Subsequent to the separation of this company and the 
National Insurance Company from the Rhode Island 
Group in August 1948 and up to the present time man- 
agement has been successful in its efforts to eliminate 
from the portfolio of the Wm. Penn and National ap- 
proximately $1,400,000 par value of investments in re- 
lated companies. A policy has been adopted by the pres- 
ent management whereby no further investments will be 
made in related or affiliated companies and as rapidly as 
possible such investments of this type as now remain 
will be disposed of and converted into government bonds. 
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Action Getters 


let's Take Stock- 


Multiple Line Underw 
N.A.LC 


New York Disability Law 


New York Safety Responsibility—Victor F. Veness 

Ocean Marine Today—Henry C. Thorn 

Quiz of the Month 
May 55, 
Automobile Poliey ..... 


From May, 1949 to Date, Inclusive 


EDITORIALS 


Admitted Assets—Stock Companies 
Mutual Companies .. 
Automobile Insurance 
Fire Underwriting 
Insurance Finances 
Insurance Groups 


Operating ‘Stock ¢ ‘asualty Nov. 20 


Operating Results 
Stock Casualty .. 
Mutual Casuaity 
Mutual Fire 

Semi-Annual Results 
Steck 
Mutual Companies 

Underwriting Results 
Stock 

Casualty 
Mutual Casualty 
Uniform Interpretation 


Stock Casualty 


ACCIDENT 8 HEALTH 


A. & H. Developments (monthly) Nov. 
Buil fing Good Wil—B. J. Sept. 55 
Employes tenetit: Plans Nov. 83 
Mail ‘Order A. & H.—Alfred J. May 93 
Modern Policies, More—John P. Hanna et. 99 
New York’s Disability Benefits Law—Mary Donton ....... June 31 
Selling, A Great Day for—J. W. Sayler ............cc0ee- July 33 
Sound in Accident and Health Laws —Richard 
Chistett, Canada son June 37 
State Disability “Rene fits Laws June 34 
There are Four S's in “Sales’-—Carl June 45 
BUYERS 
Buyer's Lament. The—L. M. Van Deusen 
Buyers’ Round Table (monthly) 
Evaluating an Insurance Program Fugene Dougherty .....Nov. 35 
Insurance Managers—R. B. Gallagher ...........0-.0cceeees Sept. 51 
Insurance for Rental Property—Thomas T tena June 51 
Taxes on U. & O. Settlements—H. F. Goodell ..... Jnuiy 25 
What and How to Insure—R. BR. Gallagher Ort. 35 


GENERAL 


Advertising, A Local Agent Looks : L. A. Beck June 19 
Agency Activity, The Field of —W H. Bennett July 21 
Agency as an Institution, The—John H. Eglof .......... -Sept. 25 
Aviation Underwriting Experience -Nov. 10 
Beware of Hijackers—Eugene A. Tuite Sept. 2 
C.P.C.U, Questions and Answers— institute 


insurance Principles and Practices r. 39, Ds 43, May 41 


June 93, July 63 

Accounting and. Finanee 
Earthquake, Northwest's Greatest—H. K. Dent May 23 
Educational Insurance—-H. Mason .. Sept. 15 
Engineering Accident Control A. 4. Hansen .. 42 
Executive Kesponsibility—Henry Anderson m Aug. 61 
Fire Rates, Making—fenjamin M. Hermes ........ July 18 
Fire Rates, Profit Factor in—Robe B. y 
Installment Premium Payments—-Walter H. Bennett et, 21 
It's Worth More- St. Paul Letter 


H. P. 


nis— J, O 


Stellwagen 
Hlonemeell 


dability Tre 

C. Convention 
A.LA 
ew Era 


Convention 
Thomas C. Morrill 


Principles of Insurance 
President's 
Pre 


Conference 
Records. W. F 


roperty 


irmestrong 


Public Relations-Graham 1. Russell 
Rep Insurance—William Moore Sept 
Jackson Lee's Sermon—F Roaan Sept. 45 
and Fire Protection Section (monthly) Nov. 4 


Analyze, Classify and Develop—R. C. Larson 


Status of Our Industry, The Wallace Falvey 27 
niform Accounting, Progress Keport on—7’. C. Morrili ----Aug. 27 
United P. Butler .... M 
What Do You Me F. Gatlagher 
Workmen's Compensation— 
The Small Kisk Problem—C. P. Cunningham .............. Aug. 20 
Insuring Older Workers—Henry D. Sayer ...........++. Aug. 21 
LEGAL & CLAIMS 
Adjustments, Thoughts on—S. M. Elliott ...... .-Nov. 39 
“Caveat Doctor’—Samuel M. Hollander ........... Sept. 49 
Claims by Punch Cards, Handling—T. C. Morrill July 77 
Dealing Directly with Claimants— Fred B. Hanson May 37 
set the Money—Alan W. Farrant .. Sept. 
Insurance as Interstate Commerce—The Fifth Year 
American [ar Axsociation Aug. 33 
Says, The -Thomas Lipscomb (monthly ) 91 
Aspects of an Agency William ©. Searl ...... Nov. S7 
I Spetlizht, The (monthly) ............ 


Measure of Claims Men—V. ©, 
Public Law 15 Upheld 

Some Legal Aspects of Po M. L. 
What Does It Mean? ieKennett 


Gorton 


OFFICE METHODS 


-Aug. 47 


Around the Officee-Guy Fergason (monthly) ....... Nov, 
booklets (imenthly) ...... ..Oct. 70 
Destruction of Kecords—F. Oct. 68 
Incentives are Inspirational—&. May 61 
Labor Saving Filing—M. L. Hamacher .. June 67 
Luxury of Letters, The—A. G. Wynne Field .............++. May 74 
Modern Aids to Office Efficiency (monthly) --.. Nov. 60 
Office Equipment Directory (monthly) Nov. 75 
(ftice Operations Audit Frank L. Rowland Nov. 63 
Pensioning Your Employees—H. K. Kramer .. .Aug. 53, Sept. 67 
Rotor File Filing—Fuller Ross ..... ie . Sept. 65 
Save With Your Own Printing Plant—FElliott ‘C. Laidlaw ....June 68 
Speed, Accuracy and Saving— vw eee July 53 
Suggestion Systems—C. H. . Jan. 58 
Veterans Insurance Het. ih 
What Office Girls Say About the z Nov. 61 
White Elephants in Management— Morris May 65 
RATE CHANGES 

Automobile 

May S7 

Ark., Neb., R. L, iegeees ..Jdune 108 
Ala., Ariz., Cal., Mich., Mont., Nev.. N 


Extended Coverage 


Fire 

Pennsylvania June M1, Sept. 44 

July M 

Pennsylvania; (ret. 8S 

Vermont, Georgia, Tennessee Nov. 100 
Hail and Wind 

Nov. 34 
Hospitalization 

97 
Jewelry 

SS 
Liability 

Countrywide except for Kan., Ky., La.. N. Y.. Vt. & Wis. ..Aug. 24 
& 

North Carolina Nov. 34 
Sprinkler 

New England Nov. 34 
Trucking 

ountrywi ide Oct. 46 


Workmen's ¢ Tompe ition 


Ark... Minn., July 97 

Neh, Wis Aug. 24 

Wis. Ky., Tenn. Neh. Sept. 9 

Michigan. R. 1, Vt.. Mass Oct. 46 

North Carolina. Okishoma Met. 46 

N. Iowa, S. C., Minn., N. J Noy. 9% 
SELLING 
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Boiler & Machinery— 

No Great Mystery—L. M. yoo 

Tenants are Prospects—J. H. 
Bounds, The Placing of—Henry “Dudley wie 
Business Interruption Insurance . : 
Commercial & Industrial Lines, Developing - 

McCaffrey cee 

Comprehensive— 

Storekeeper's Liability—H. W. Mueller 

Opportunities—R. M. Babbitt, Jr. 
Concentrate on Closing—Jimmy Holt 
Enthusiasm Breeds Enthusiasm 
Farmers Are Prospects—Don los 
Farmer's Comprehensive Liability—o. Cc. + dine 41 
How Well Do You Sell—R. O. Eastman Oct. 38 
Prospecting Methods—A. D Painter ....Sept. 47 
Raise Your Boy to be a Salesman -+.-Jdune 49 
Raising the Dead—R. O 
Regardless of Fault—C. 
Renaissance of Selling, Ver Lynn Sprague ae 
Sales Slants from Other Fields (monthly) 


Selling Tips from the Home Office (monthly) 
Sell a Bond, Where ees P. McMaho 
Selling as a Caree 

Selling, A Great Day ‘for—J. W. Sayler 
Selling Tips from the Home Office (monthly) 
Sink or Sell—John Adam, Jr. 

So Much for So Many for So Little—4. 8 


chan 
Why Kead Their Character ?—Charles B. oth 


MISCELLANEOUS 


Company De oe 
Conventions Ahead 

Editors’ Corner, The 

Fire Losses, Monthly 

Home Office and Field Appointme nts 
Insurance Stock Quotations . ° 
Quiz of the Month .. 

Stock Index, Best's 


INSURANCE COMPANIES REPORTED UPON 


Aero Associates, Inc. Cosmopolitan Casualty, 
(New Aviation Group) .. Oct. 113 (Being Organized) 
Aetna Group, Hartford Dependable Accident, F 

(Executive Vice President) .....May 115 (Licensed) Bcc 
Allied Reciprocal Exchange, Boise Disability Income, 
(See People’s Automobile) ......Sept. 122 
Allstate Insurance, Chicago : 
American-Associated, St. Louis (Reinsuring Business 


(Personnel Changes) 4 Farm Bureau Mutual, Columbus 


(Reduces Auto Rates) 
American Bankers, Miami Fidelity and Deposit, 
(New Vice President) (Advanced) 
American Casualty, Reading Finance Exchange, 
(Advancements) June 12 (Reinsured) .. 
American Farmers Insurance, Phoenix Fire Association 5 wane 
(Unlicensed Activity) .. N (Group to Merge) 
American ce ors Mutual, . Paul (Stock Divic lend) 
(New Tithe 
(Changes 
American Fidelity, Montpelier 
(Executive Changes) J National Bure 
American Fidelity Fire, Richmond Fireman’ s Fund Indem 
(Capital Increases) ......... d , (Executive Changes) 
(Capital Increase) July 99° Fund Insora 
American Insurance, Newark (Enters Puerto Rice 


(Executive Changes) . First Kentucky Fire, Lee 


(Increased Dividend) A (Capital Revision) 
(Advancements). 112 General Accident Fire, 


American Mutual Liability, Boston (Personnel Change) 


May 
(Dividend Revision) ............ May 115 General Accident Group, Pasiadeiptte y 116 Missouri State, Kansas City 


xecuti Ch 
American Ke-Insurance, New York 


(Personnel Changes) 115 General Casualty, Seatt 


American Keserve, New York 
(Personnel Changes) .. -May 115 
States Underwriters Mutual, (Advancements) 
ouston 


ixecutive Changes) 
American Surety Group, ‘New York (Executive Changes 
(New Vice President) May 115 Government Employees 
(To Write Livestock) —_ 121 (Newcomb Advanced 


Emmeo Casualty, South Bend 


San one ~ > Interstate Indemnity, Los Angeles 


2 (Incorporated) 


.Sept. 120 


alls City Kansas City Fire & Marine, Kansas — 
ay 


(Novel Annual Report) 
Lloyd's of London, London 


Sept. eg (1948 Income) 
Louisville & General, 
Sept. 119 (Licensed) .. 
Lumbermen’s Lioy« 
(New Lioyds) 


Baltimore Lumbermens Mutual Casualty, 
ug. 


Aug. 89 (Advanced) 


Lumber Mutual Casualty, 

Oct. 114 (Typermass Joins Mutual) 
», Philade inte Manhattan Casualty, New York 

115 (Converts to Stock Basis) 
“Oct. 115 Marquette Casualty, New 

Fire Association, Philadelphia (Being Organized) 
vanced) ...eeMay 116 Massachusetts Bonding, 
NOV. 214 (Television Parts Policy 

au). Nov. 115 Life & Casualty, 1 Los Ang ‘les 
° --June 122 


—_. San Francisco (Being Organized) 


June 122 Merchants Mutual C asualty, 
(Executive Changes) 
nee, neisco 
San ch s9  Meserole Group, New York 
© (Meserole Group Appointments) June 
Midwestern Insurance, Oklahoma City 
June 12 


Perth (Capital Increases) 
(Executive Changes) 


(Incorporatin 


(New Organization) 


National Fire. 


(Six Months Figures 


116 M.F.A. Mutual Insurance, 


le Mutual Benefit ite It ccik 
(Changes Underwriting Basis) ..May 117 (Executive May 

(New Jersey Dividend) .. ...dune 122 (New Director) .. 
General Reinsurance Group, "New York Mutual Service Casualty. 
Americs vag arme rs) 

Glens Falls Group, Gle ¥ Mutual Service Fire, St 

(Licensed) .. wee -Oct. 113 Fa ; ue Falls (See Central Mutual Fire) 
, Washington National Auto, Lincoln 


Aug. 91 


sept, 121 


Oct. 118 


123 


. 116 
121 


. 119 
Oct. 114 
May 118 
t. 118 


(Capital Increased) ..............Aug. 87 (Capital Increases) 11 Mutuai, 
dvancements) .. une 123 
ire, Boston Great Lakes Automobile, Chicago National Surety New York 
ones, side 3 N t s ret. 6 wa 
Atlantic Mutual Group, New York — 115 N > 
(Charter Revisions) 99 ational Union Indemnity, 
(To Write Multiple Lines) ~t. at Southern, Atlan (Adds New Money) July 101 
(Absorbs Affiliate) gins Business) 119 N. J. Mfrs. Asan . ‘Trenton 
iNew Trustee Directors). rantee Insurance, Angeles (Dividends to Polieyholders) ....Nov. 116 
P suaranty of } vidends to Polievholders) ov 
nte States) Oct. 114 (Expands U. 8. Bond Dept.) ....May New York State Ins. Fund, New York 
irmingham Fire, Birmingham (Fund Enters New Field) 
P Halifax Insurance, Halifax 
(Recapitalization) ...-Nov. 113 (New U. 8. Manager) rn Insurance, 
Blue Ridge Insurance, Shelby : U. S. Manager) .. ’ (Industrial Purchases North 
(Reeapitalization) Nov. 113 H Sept. 122 
Boston-Old Colony Group, Boston. Northwestern Insurance, Seattle 
(New Vice President) (Stock Changes) ; 4 (Title Changed) o-oo. NOV. 116 
Iiome Indemnity, New York Oregon Antomohile, Portland 
California Compensation, San Francisco (Executive Changes) ..........+. May 117 (Anto Rate Revision) ..Jnne 124 
Oct. 114 Insurance, New York  Pacifie National Fire, San Francisco 
(Capital Revision) 117 (Treasnrer Elected) At 
_ ‘ (New Director) eee ..-May 117 (New Director) 
Canal Insurance, Greenville (Increases Dividend) e ... July 100 Pan American Casnaltv. Houston 
(Discontinues Workmen's Compensa- (Home Promotions) --Aug. (Pave Initial Dividend) ..........July 101 
tion) July (Six Months Results) . Oct. 116 Paramount Fire. New York 
Casualty: (New Director) ...Nov. 116 (Recapitalization) ..... Sept. 122 
(Adopts Six Month Plan) Hlini Insurance, Champaign Peerless Casualty, Keene 
(Capital Inerease) ....Nov. 116 (Capital Inerensed) July 101 
Central Mutual Fire, Superi Kisk Mutuals, New York Peonle’s Automobile, Boise 
Merge) ...-Oct. 114 (Annual Meeting) July 100 Sept. 122 
ne yndo 
Chicago Lloyds, Chicago Independence Life & posite nt, Renlevine (Fire & Cas. Operations Joined) Aug. 92 
Payments) ...... 115 (Specified Disease Policy) ... Sept. 120 pioneer Fanitable, Indianapolis 
(Liquidation Payment) ..........Aug. 8 Inland Empire Insurance, Boise (eee Rhode Teland Inenrance) ...June 124 
Citizens National Casualty, Indianapolis (See Finance Exchange) 114 Accident, New York 
(Organizing) -Nov. 113° Insurance Company of N. A. Philadelphia (Receives Additional Funds) 
Combined Casualty, Des Moines (Pa. Approves Rate Deviation) dune (Reeanitalizing) 
(Consolidation) (Personnel Change) J (Additional Data Avaliable) 
Commercial Benefit, Phoenix (New Director) Se ; Premier Insurance, Rochester i 
(Capital Increases) .... June 121 (Stock Dividend) - . Oct (New Company) . June 124 
Commercial Standard, Fort Worth (Employee's OQwne rship ) Oct. Producers Inenrance, San Francisco 
(Examined) ...Nov. 114 (Ends Deviation) (New Company) . June 124 
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—. meee 8 Mutual, Seattle Selected Risks Indemnity, Branchville Travelers Group, Hartford 


> 118 (Capital Increased) .............Nov. 118 (Stuck Divide Nov. 118 
nine National Tnsurane e, ‘Seattie Southern — Indemnity, Miami Tri-State Fire, Tu 
(See Northwestern Insurance)...Nov. 116 Aug. 93 (Increases 
Republic Indemnity, Columbus Seniieentere Mutual Fire, Los Angeles Union Casualty, Omaha 
Rhode Island Insurance, Providence Springtield Group, Springfield United Mutual 
(California Insurance Department) (HOW 118 (4th Muitipie Location rian 
June 124 Standard Life & Accident, ‘bidet City June 126 
Aug. 92 (New President) ............. _.Noy. 118  Untted States Insurance, Waco 
(California Losses .. Nov. 117 s i (New Organization) ............ June 126 
Riverside Insurance, 'Littie Rock M Universal Surety, Lincoln 
Aug. 93 (New U. 5S. Manager) ............ Oct. 118 (Increases Capital) May 119 
Royal-Liverpool Group, New Tees Sunset Casualty, Olympia Wm. Penn Fire, Philadelphia 
(Report to Employees) .......... CHGTRSRTER) cccccccccccccccocesee Sept. 123 (Mid-Year Results) ............. Nov. 119 
(Consolidations) .............. . Aug. 93 Textile General, Greenwood Zenith Insurance, od Angeles 
(Issues New A. & H. Forms) TAug. 93 (Hew Campany) Sept. 123 (Being Organized) .............. June 126 


--In This Issue - - 


Accident and Casualty ponasanen Co., New York, N. Y. ...... § Leonhart and Company, 
Agricultural Insurance Co., Watertown, N. Y 
America Fore Group, New York, N. ¥ A sewn 
American Appraisal Co., The, Milwaukee, Wis. ‘ ie 
American-Associated Insurance Companies, St. Louis, Mo 
American Casualty Co., Reading, Pa 
American Credit Indemnity Co., Baltimore, Md ‘oe 
American District Telegraph Co., New York, Me 
American Fire and Casualty Co., Orlando, Fla. .. is 
American Home Fire Assurance Co., New York, N.Y. ... 
American Insurance Group, Newark, N. J. ........... 
American International Underwriters, New York, N. Y. 
American Motorists Ins. Co., Chicago, Ill 
American Re-Insurance Group, New a. 
American Surety Group, New York, 
Anchor Casualty Co., St. Paul, Minn, 
Appleton & Cox, Inc., New York, Y ae . 
Assurance Company of America, teen ow York, N. Y. 
Atlantic Insurance Company, Dallas, Texas 
Atlantic Mutual Group, New York Aas 
Bituminous Casualty Corp., Rock Island, Ill 
Boston Insurance Co., Boston, Mass 
Burroughs Adding Machine Co., Detroit, Mich 
Caledonian Insurance Co., The, Hartford, Conn F 
Central Surety and Insurance Corp., Kansas City, Mo 
dus 


Inc., Baltimore, Md 
Lloyd-Thomas Co., The, Chicago, Ill 
London & Lancashire Group, The, Hartford, Conn. 
Loyalty Group, Newark, N. J. .. a 
Mahon Co., John H., Columbus, Ohio. Bo 
Manning & Sons, T. A., Dallas, Tex 
Manufacturers Casualty Ins. Co Philadelphia, Da 
Marine Office of America, New York, N. Y ; 

Marsh & MeLennan, Ine., New York, N.Y 

Maryland Casualty Co., Baltimore, Md. . 

Master Addresser Co., Minneapolis, Minn. P 

Melling & Bevingtons, Ltd., Montreal, Canada .. 

Moyer Agency, Ine., R. Kirk, New Orleans, La. . 
National Fire Group, The, Hartford, Conn 

National Union and Birmingham Group, Pittsburgh, Pa 
Nelson & Stross, bos w York, N. ¥ oe 


Amsterdam Casualty Co., Baltimore, Ma er 

New Hampshire Fire Ins. Co.. Manchester, N. H. 
Northern Assurance Co. Ltd... New York, N. Y. 

Northern Insurance Co., New York, N. ¥. ............. 
Northwestern Fire and Marine Ins. Co., Minne 
Northwestern Mutual Fire Association, Seattle, Was 

Ohio Farmers Insurance Co., LeRoy, Ohio a 
Old Colony Insurance Co., Boston, Mass 


Century Insurance Co., Ltd., The, New a Pacitic Coast Fire Ins. Co., The, New York, N y sia exenbe 32 
Cobb and Co., James ©., Durham. N Ze Pacific } ‘ire Ins. Co., San Franciseo, Cal eke SH 
Columbia Ribbon & Carbon Mfg. Co Sa , Glen Cove, L. I Paramount Fire Ins. Co., New York, N a epee ") 
Commercial Standard Ins. Co., Fort Worth, Texas ows Parsons Paper Company, Holyoke, Mass : exes 72 7 
Commercial Union-Ocean Group, New York, N. Paull & Son, Ine., Alfred, Wheeling 106, 
Conover & Co., Chase, « Pearl American Group, New York Y 
Constitution Reinsurance Corp., The, mew Tork, Phoenix-Connecticnt Group, The. He Conn 89 
Continental Casualty Co., Chicago, Il 48 Pollard, J. R., Oklahoma City, Okla Sa maawa los 
Reynolds, Ine., New York. N. ¥. 1% Prenzel System Nashville, 7 67 
oan, Ine., Spartanburg, 8S. C aa A > 116 Preferred Fire Insurance Co., Topeka Kansas ... saci 4% 
Dale & Company, Ltd., Montreal, Canada > Redmond & Shaughnessy Ltd., Montreal, Canada . 7 
Dimling, Henry, Los Angeles, Cal . o Reed, Shaw & MeNaught, Montreal, Canada . kaos . 17 
Dotson Company, H. S., Helena, Montana 16 Reinsurance Underwriters, Ine.. San Francisco, Cal... 116 
Empire State Insurance Co., Watertown, N. ¥. eee = 18 temington Rand (Photo Records Division), New York, N. Y¥ ns 
Employers’ Group, The, Boston, Mass “1 92-102 temington Rand (Typewriter Division). New York, N. Y ; “ 
Employers Ins. Co. of Alabama, The ham, Ala Rimmer & Company. Frank, Dallas, Texas J 
Employers Reinsurance Corp., Kansas City, Mo Rising Paper Company, Housatonic, Mass. . 
Eureka Casualty Company, Phi Ritter General Agency. Denver. Colo 15 
Excess Co America, New York, .. 198 toyal-Liverpool Group, New York, N. Y 
Excess Underwriters, New York, N. ¥ 110 Royal Typewriter Co.. Ine.. New York, N. 
Fairfield & Ellis, Boston, Mass. . ‘innineg. C as 
Fairfield, Ellis & Grant. Ltd., Montreal, Canada Agence Ltd., Winnipeg, ¢ — 
Fidelity & Deposit Co., Baltimore, Md. ... ; . BO St. Louis Fire & Marine Ins. Co., St. Louis, Mo ae X 118 
Filing Equipment Bureau. Boston, Mass 7 St. Paul Group, St. Paul, Minn . 
Fire Association Group, Philadelphia, Pa ul 27 Security I ire Insurance Co., Des Moines, lowa ‘ 8 
Firemen’s Insurance Co., Newark, N. J : Seibels. Bruce & Co., ‘olumbia, 10% 
First Boston Corp., The. New York, N. ¥ 4, Sikes Co., Inc., The, Buffalo, N.Y 
Fort Shelby Hotel. Detroit. Mich 114 Spear and Co Ine. . San 106 
‘neral Reinsurance Group, New York. N.Y. ...Inside Front Cover Springfield Group, The, Springfield, “Mass 
bon Go. York. N. ag Standard of Detroit Group, Detroit, Mict 
Granite State Fire Ins. Co., Portsmouth, N. H Th filoomington, 
Gray Mfg. Co., The, Hartford, Conn. TL Summers, Joe W. San Antonio, Texas ............. 106 
Great American Group, New zor. N.Y Wack. NY pod 
Hampson & Son, Robert Mont rea, Canada 10% Swiss Reinsurance Company, New York . 
Hann Ltd.. Francis M., Vancouver, B 10 ‘Tressel and Associates. Harry S., Chicago, Tl 
itke Co Chieaga ¢ lifted States Cas y New ork, 
Cheistie ancouver, B.C United States Fidelity & Guaranty Cos., Baltimore, Md. ...... 12 
Hoey, Ellison & Frost. Ine.. New York. N.Y ing Unity Fire Ins. Corp.. The. New York, N. 
Home Insurance Co.. The. New York. N. ¥. ..... 92 +«\Utilities Insurance Company, St. Louis, Mo. ........... 43 
Howard & Robert, Montreal. Canada 1% Walker & Li ppitt. Miami. Fla. . 
Hunter Lyon Inec.. Miami, Fla ‘a Washington Fire & Marine Ins. Co., St. Louis, Mo. ........ 118 
Inland Agency, The, Columbus, Ohio ae : 16 Webster Company, F. 8., New York. N. Y. . : 66 
Insurance Co. of N. A., Philadelphia, Pa. ............. “Rack Cover Western Surety Company, Sioux Falls, S. PD. . nidieseneiaere 111 
Insurance Co. State of Pa.. Philadelphia, Pa ‘ SS Willis, Faber & Co., Montreal, Canada . 
Inter Ocean Reinsurance Co., Cedar Rapids, Iowa .. ‘ . Wilson & Company, Ltd., A. E., Toronto, Canada .......... 107 
Jones & Proctor Bros. Ltd.. Toronto, Canada ...... hice 196 Wolfe, Corcoran & Linder, New York, N. Y. ..... picabme's 5S 
Kansas City Fire and Marine Ins. Co.. Kansas City, ih cekkes 34 Woodward and Fondiller, Inc.. New York, N. Y. a) 
Kolob Corp., The. Salt Lake Citv, Utah ............... ...ee 1066 Woodward. Ryan. Sharn & Davis, New York, N. Y. a) 
La Mers Studio, New York. N 96 «Wright Agency, Inc., The, New York, N. Y. ..... 1% 


: 
Lebby, William E., Los Angeles, Cal. 55  Znrich-American Insurance Cos., Chicago, Ml. ..... 
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REINSURANCE Group 


AMERICAN RE-INSURANCE COMPANY 
AMERICAN RESERVE INSURANCE COMPANY 
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COMPLETE 0A WERICAN PROTECTION 


99 JOHN STREET 
NEW YORK 7, N.Y: 
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Stepping Out... 


“Recognize me? I'm your Stand In... symbolizing your services to the 
public ...in all North America National Magazine 
advertising. * In fact...1 act as Stand In not only for 
North America Companies’ Agents, but for all members 


of the American Agency System.” 


OF 


COMPANIES: 


tw INSURANCE COMPANY OF NORTH AMERICA = INDEMNITY INSURANCE COMPANY OF NORTH AMERICA & 
% PHILADELPHIA FIRE AND MARINE INSURANCE COMPANY THE ALLIANCE INSURANCE COMPANY OF PHILADELPHIA w& 
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